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Letter of Transmittal



September 21, 2004

Mayor and City Council
City of Biloxi, Mississippi

We are pleased to submit the Comprehensive Annual Financia Report of the City of
Biloxi (municipal government and its component unit) for the fiscal year ended September 30,
2003. The Adminigration of the City of Biloxi is responsible for the information presented in
this report. We believe that the accompanying information is accurate and complete and fairly
presents the financial position of the municipal government of the City of Biloxi as of September
30, 2003 and results of operations for the fiscal year then ended.

In accordance with Section 21-35-31, Miss Code of 1972 and guidelines prescribed by
the State Auditor, the financial statements presented herein have been audited by Piltz, Williams,
LaRosa and Company, an independent firm of Certified Public Accountants. The objective of
the auditor’ swork is to provide the auditor with a basis upon which to express an opinion on the
fairness of the City’ s financial statements. The auditor’s work involves examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements; assessing the
accounting principles used and significant estimates made by management and evaluating the
overall financia statement presentation.

Thisreport is divided into the following sections:

 The Introductory Section - contains this Listing of City Officials, Letter of
Transmittal, the Certificate of Achievement and an Organizational Chart.

» The Financial Section - contains the report of the City’s independent auditors,
management’ s discussion and analysis; government-wide financial statements; fund
financial statements; notes to the financia statements; combining and individual fund
statements; and supplementary information.

e The Statistical Section - contains several schedules of higorical, financid
information and other statistical data concerning the City of Biloxi.

The Reporting Entity
This report includes all funds of the City of Biloxi and any entity that management has
determined to be a component unit of the City of Biloxi municipal government. Component

units are entities for which the primary government (the City) is financially accountable and
other entities whose relationship with the City is such that its excluson would create
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misleading or incomplete financial information. The Point Cadet Development Corporation, a
non-profit organization, is blended in the financial statements of the City of Biloxi as a
proprietary fund. The Biloxi Port Commission is adiscretely presented business type activity.

Economic Condition and Outlook

The City of Biloxi, Mississippi was incorporated in 1838. Biloxi is located in Harrison
County, and its southern corporate boundary is the Gulf of Mexico. Biloxi is part of the Biloxi,
Gulfport, Pascagoula Metropolitan Statistical Area. This area has a diverse economic base
which includes tourism, casino gaming, fishing, seafood processing, shipping, shipbuilding, and
petroleum and chemical processing. Keesler Air Force Base, Naval Station Pascagoula, Naval
Construction Battalion Center-Gulfport and Northrop Grumman’s Ingals Shipbuilding are
located within this metropolitan statistical area.

During the fiscal year ended September 30, 2003, the City’s mgor revenues, property
tax, sales tax and gaming tax, remained strong with a slight decline in gaming tax. (Fig. 1).

Major Revenues
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Revenues from local taxes on casino gaming have allowed Biloxi’ s governing authority
to reduce property tax rates while increasing municipal services and capital spending. Because
of the significant growth in the City’ s tax base (assessed value), property tax revenues have
trended upward even though the City’ s governing authorities have reduced the City’ s property
tax rate significantly over the last few years (Fig. 2).
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During the fiscal year 02/03, the City issued 1,541 building permits with a total valuation
of $120,161,619. The number of building permits issued increased 20% and the valuation of
total building permits increased 69%.

Unemployment in Harrison County averaged 4.4% during 2003. During the same period,
unemployment percentages averaged 4.8% in the Biloxi, Gulfport, Pascagoula Metropolitan
Statistical Area.

Major Initiatives

At the end of fiscal year 02/03 the City had 75 capital projects in progress with project
budgets totaling $112,000,000 including Caillavet Street Redevelopment, Popps Ferry Road
widening, Popps Ferry Recreation Area, Bayview Avenue construction, various water and sewer
improvement projects and a multitude of other street, drainage, recreational and historic building
preservation projects.

Control Environment

The City’s management is responsible for maintaining a system of internal controls
sufficient to provide reasonable assurance that City assets are safeguarded from loss and that
financia transactions are recorded timely and accurately. Reasonable assurance means that
internal controls are selected or designed to reduce the risk of asset loss or inaccurate
bookkeeping to an acceptable level, considering the constraint that the cost of the control should
not exceed the expected benefit. Management is responsible for communicating the purpose and
importance of interna controls to employees and for providing the resources necessary to
establish and maintain the control system.



Budgetary Controls

Prior to the beginning of each fiscal year, each department director prepares a projection
of expenditures for his department. The City’ s budget staff develops a projection of revenues for
al funds and a projection of the expenditures not included in the departmental budgets. The
revenue projections and proposed expenditures are presented to the Mayor. After reviewing the
draft budget proposal, the Mayor will meet with department directors to discuss their budget
requests. Each director must justify his department’ s budget request by explaining the cost of the
programs they propose for the coming year. When the Mayor is satisfied that the proposed
budget conforms to the objectives and goals he has set for the coming year, the entire budget
proposal is presented to the City Council. During a series of budget workshops, the City Council
will review, discuss, question and debate the proposed budget and make modifications to it.
After determining that the revenue projections in the budget are sound and that the proposed
spending is necessary to provide the level of services and to accomplish the program goals and
capital improvements proposed by the adminigtration, the City Council will publish the proposed
budget and invite public comment on the taxing and spending plan at a special public hearing.
After considering public input, the Council adopts a budget for the coming year and sets the
property tax rate at a level that will generate the property tax revenue projected in the budget.

Mississippi law prohibits spending in excess of the budget formally adopted by the City
Council and spread upon the Council’ s minutes. The formal budget adopted by the Council sets
a limit for total expenditures for each department. For management and control purposes, a
budget with greater detail is utilized by City management personnel to monitor spending. For
this purpose, the total budget of each department is spread to the expenditure accounts of each
departments various divisions and sections. Programmatic constraints within the City’s
computerized purchasing system prohibit unauthorized purchases in excess of the budget at the
expenditure account level.

The City utilizes an encumbrance accounting system in monitoring spending. An
encumbrance system provides for changes against the budget at the time goods or services are
ordered rather than waiting until the invoice isreceived or the payment is made.

General Governmental Revenues

General governmental funds are used to account for most City functions and operations
including the various City departments, the City’ s retirement funds, Community Development
Block Grants, capital projects, and the City’s debt payments. Figure 3 illustrates the relative
amounts of various general governmental revenues for the fiscal year 02/03. The City’s three
largest sources of revenues for general governmental functions are gaming tax, ad valorem tax
and sales tax.
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REVENUES FY 02/03
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Gaming tax and sales tax are shown separately here but are included in the City’s
governmental funds financial statements on the line titled “ Intergovernmental Revenues’ .
Intergovernmental revenues are collected by other governmental entities such as state
government and distributed to the City. Other Intergovernmental Revenue includes other taxes
collected by Harrison County, taxes collected by the State of Mississippi and state and federal
grants.

Property Taxes - In Mississippi, property taxes are levied by municipalities and counties
on the assessed value of land and buildings, mobile homes, automobiles, business inventory and
equipment. Assessed value is a prescribed percentage of the true (appraised) value of each class
of property. Classes of property and assessment ratios are defined in Section 112 of the
Mississippi Constitution of 1890.

Class of Property Ratio
Class| Single-family, owner-occupied, residential real 10%
Class 1l All other real property, except Class| or IV 15%
Class |11 Personal property, except motor vehicles and Class IV 15%
Class 1V Public Utility property 30%
ClassV Motor vehicles 30%

Ad valorem taxes are collected in arrears. The taxes for a calendar tax year are due by
February 1 of the subsequent calendar year. Each year the governing authorities of the City of
Biloxi determine the total assessed value of property situated within the City limits. Prior to the
beginning of a new fiscal year, October 1, they set the tax rate (levy) that will generate the tax
revenue needed for the upcoming fiscal year. In each fiscal year, the City collects the ad
valorem taxes for the prior calendar tax year. To summarize, the formula for determining tax
revenues from each class of property is “ Appraised value X assessment ratio X tax levy = tax
amount” .

Sales Tax - State law requires sellers of goods and services to collect and remit to the
state sales taxes of various rates specified in the statutes. A tax rate of 7% applies to sales of
tangible personal property. Of the taxes collected by the state each month, 18.5% of the sales tax
revenue from activities within a municipal corporation isremitted to the municipal government.
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Gaming Taxes - All taxes on gross gaming revenue and gaming devices are collected by
the State Tax Commission, including those taxes levied by municipalities. The Gaming control
act of 1990 provided a tax of eight tenths of one percent (.8%) on casino gross gaming income.
This tax revenue is divided between Harrison County and the City in the proportion of the
population of each.

House Bill 1504, Regular Session of 1992 (Local and Private Legislation) provided for a
tax of three and two tenths of one percent (3.2%) of gross gaming revenue. On the tenth day of
each month the State Tax Commission remits the taxes collected in the previous month to the
municipality to be distributed in the following ratios:

*  20% for public safety

* 20% for education purposes (Biloxi sends this 20% to the Biloxi Separate School
Didtrict)

» 10% to Harrison County for public safety purposes

* 10% for educational purposes in Harrison County (This 10% is distributed to the
various school districts in Harrison County in the proportion of each district student
enrollment to total enroliment of all school digtricts in the county.)

House Bill 1504 also provided for a licensing fee of $150, annualy, for each gaming
device. In addition to local taxes, casinos pay atax of 8% on gross gaming revenue to the state of
Mississippi.

Figure 4 illustrates the trend in annual totals for each of the City’s revenue sources.

Casino gaming and the resulting gaming taxes were implemented in 1992, and since that time,
gaming tax revenues have become the single largest revenue source for the City.
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General Governmental Expenditures

Figure 5 illustrates the trends in City spending for general governmenta functions.
Public safety and capital projects are the largest expenditure categories of the City.
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Figure 6 illustrates the relative amount of total expenditures for each general
governmental function for the fiscal year 02/03.
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Fund Balances

The difference between a fund’ s assets and its liabilities is its fund balance. The surplus
or deficit of annual total revenues over expenditures of a fund is accumulated in the fund’ s fund
balance. Some portion of fund balance, called reserved fund balance, represents assets that are
not currently expendable such as long-term receivables. The unreserved fund balance at the end
of a year represents the net assets available for appropriation and expenditure in the subsequent
year. Because revenues are not received pro rata over the fiscal year, governmental funds need
adequate fund balances to sustain operations just as commercial entities need working capital. A
municipal government’s fund balance at the end of each fiscal year is one measure of the
government’ s fiscal health. See the Management’s Discussion and Analysis section for a
discussion of fund balances specific to each fund.

Debt Management

A municipality may finance its activities by incurring various forms of debt, from |lease-
purchase arrangements to long-term bonds. General obligation debt is bonds or notes secured by
the governmental entity’s pledge to levy tax adequate to repay the debt. Limited obligation
bonds are secured by the pledge of a defined portion of the taxing power of the municipality.
Revenue bonds are secured by a pledge of specific revenue sources other than ad valorem taxes
such as the revenue from a utility system. See the Management’ s Discussion and Analysis for
additional discussion regarding the City’ s debt.

Cash Management

Mississippi laws address the investment of surplus money by municipalities and the
investment of the proceeds of bonds separately. The investment of surplus money is limited to
bonds or other direct obligations of the United States of America or the State of Mississippi or
any county or municipality of this state or any school district or obligations issued or guaranteed
in full as to principal and interest by the United States of America which are subject to a
repurchase agreement with a qualified depository or time certificates of deposit in qualified
depositories. The City of Biloxi’s policy is to invest surplus funds in United States Treasury
Bills and bank certificates of deposit with a maturity of six months or less. Treasury Bills are
purchased by a municipal depository under a Security Safekeeping Agreement. The City’s
checking account balances are invested automatically, overnight, under sweep agreements with
the City’ s depositories.

Risk M anagement

Risk management is an entity’s approach to identifying, evaluating and controlling
unforeseen expenses. It includes a plan to avoid, prevent and minimize the costs of (1) property
loss from accidents, fire, crime, fraud, and natural disaster; (2) liability for the losses of other
entities and (3) injury to employees. The City retains the services of independent consultants in
loss prevention and control. With the assistance and advice of the City’ s insurance consultants,
the City maintains a mitigation plan involving layers of insurance and self-insured risk retention.

Audit

Section 21-35-31, Mississippi Code of 1972 requires Mississippi municipalities to obtain
an independent audit of their financial statements. The auditor examines and tests records and
other evidence supporting the information reported in the City’s financial statements. The
auditor’ s work provides a basis for the auditor to express an opinion concerning the fairness of
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thefinancia statements and whether or not the financial statements are presented in conformance
with generally accepted accounting principles. State Department of Audit regulations require the
independent auditor to disclose any instance of non-compliance with certain state laws, that may
come to their attention during the audit of the City’ s financial statements. The auditor must test
for non-compliance with federal requirements applicable to each maor federal program under
which the City of Biloxi receives federal financial assistance.

Reporting Achievement

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded the Certificate of Achievement for Excellence in Financial Reporting to the City of
Biloxi for its Comprehensive Annual Financial Report for the fiscal year ended September 30,
2002.

Respectfully submitted,

W. L. Lanham, Controller
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Certificate of
Achievement
for Excellence
1n Financial
Reporting

Presented to
City of Biloxi,
Mississippi
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Financial Report
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A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financiat
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting,

President

By 5o

Executive Director
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Independent Auditors Report

To the City Council
City of Biloxi
Biloxi, Mississippi

We have audited the accompanying financial statements of the governmenta activities, the
business-type activities, the discretely presented component unit, each magjor fund, and the
aggregate remaining fund information of the City of Biloxi, Mississippi (City), as of and for the
year ended September 30, 2003 which collectively comprise the City’ s basic financial statements
as listed in the table of contents. These financial statements are the responsibility of the City of
Biloxi, Mississippi’ s management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller Genera of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

Asdescribed in Note I-E, the City has implemented a new financial reporting model, as required
by the provisions of GASB Statement No. 34, Basic Financial Statements — and Management’ s
Discussion and Analysis— for State and Local Governmerds,of September 30, 2003.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
discretely presented component unit, each maor fund, and the aggregate remaining fund
information of the City of Biloxi, Mississippi, as of September 30, 2003, and the respective
changes in financial position and cash flows, where applicable, thereof and the budgetary
comparison for the General Fund for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

19



In accordance with Government Auditing Standards we have also issued our report dated
January 28, 2004, on our consideration of the City of Biloxi, Mississippi’ s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grants. That report is an integral part of an audit performed in accordance with
Government Auditing Standard and should be read in conjunction with this report in
considering the results of our audit.

The management’ s discussion and analysis and budgetary comparison information on pages 21
through 27 and 81 through 86, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generaly accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion
on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Biloxi, Mississippi’s, basic financia statements. The
introductory section, combining and individua nonmagor fund financial statements, and
statistical tables are presented for purposes of additional analysis and are not a required part of
the basic financial statements. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizationgnd
isalso not arequired part of the basic financial statements of the City of Biloxi, Mississippi. The
combining and individual nonmajor fund financial statements and the schedule of expenditures
of federal awards have been subjected to the auditing procedures applied in the audit of the basic
financia statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as awhole. The introductory section and statistical tables have
not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we express no opinion on them.

R iRlns

Certified Public Accountants

Biloxi, Mississippi
January 28, 2004
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City of Biloxi, Mississippi
Management’ s Discusson and Analysis

Brief Discussion of the Basic Financial Statements

The City’ s management has prepared this discussion and analysisto provide an objective
analysis of the City’s financial activities and financial condition as presented in the basic
financia statements which form a part of the City’s Comprehensive Annual Financial Report
(CAFR). Thebasic financial statements are presented in three parts:

Government-wide financial statements focus on the overall financial position and
activities of the City, intotal, rather than the City’ sindividual funds. In these statements,
all governmental activities are consolidated into a column and all business-type activities
are consolidated into a column. Thetwo columns are added to present atotal for the City
asawhole. These statements include the Statement of Net Assets which discloses all of
the City’s assets and liabilities and the difference which is titled “ net assets’. Also
included isthe Statement of Activities which focuses on the cost of services provided and
activities performed by the City and the source of money used to pay for the services and
activities. The Statement of Activities also explains how the City’ s net assets increased
or decreased during the fiscal year. Both of the government-wide financial statements
segregate functions of the City that are supported by taxes and intergovernmental
revenues (governmental activities) from those functions that are mainly supported
through charges to the consumer (business-type activities). The City’ s water and sewer
utilities are business-type activities.

Fund financial statements present the balance sheets and the statement of revenues,
expenditures and changes in fund balance of the City’s funds. A Fund is a fiscal and
accounting entity with a balanced set of accounts for recording and disclosing the
reporting entity’ s stewardship of resources received and segregated for specific activities
including the amount of resources received, the amount expended, liabilities owed and
the residual balance (equity) of the funds. The City uses fundsto segregate resources and
resource use according to the purpose for which the resources were segregated. The
objective of fund accounting is to demonstrate compliance with budgetary and legal
requirements that apply to the resources segregated in each fund.

Prior to the implementation of Governmental Accounting Standards Board Statement 34
(GASB 34), the City’ s financia statements presented the City’' s funds combined by fund
type (general, specia revenue, debt service, capital projects and proprietary). The City
implemented GASB 34 for fiscal year ended September 30, 2003. In these statements,
the City’ s mgjor funds are presented in separate columns and the non-major funds are
combined and the totals presented in one column. In the fund financial statements, the
diginction between governmental type activities and proprietary type activities is
maintained through the presentation of separate statements these two types of funds. The
major governmental funds presented are the City’ s General Fund, the Debt Service Fund,
the 2002 TIF Capital Projects Bond Fund and the General Capital Projects Fund. The
City’s Water and Sewer Fund is presented as a major fund along with the single non-
major fund — The Point Cadet Development Commission, in the Statement of Net Assets
— Proprietary Funds, the Statement of Revenues, Expenses and Changes in Net Assets —
Proprietary Funds, and the Statement of Cash Flows— Proprietary Funds.
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Governmental Funds are used to account for governmental functions of the City of Biloxi
including administration, executive, legidative, legal (general governmental activities),
public safety, public works, parks and recreation, public health and welfare, capital
projects and debt service. Presentation of financia information for the City's
governmental funds differs from the information presented in the government-wide
financia statements because the focus of fund accounting is on near-term inflows and
outflows of spendable resources and the balances of spendable resources available at
year-end.

Proprietary Funds include Enterprise Funds and Internal Service Funds. Enterprise Funds
are used for those activities which are financed, primarily, by charges to users and
customers. Internal Service Fund are used for city activities that provide goods or
services for the City’' s various funds and departments such as the City’ s Self Insurance
Fund.

Notes to The Financial Statements provide additional information to explain the data
presented in the basic financial statements.

Condensed Data — Governmental And Business-type Activities (comparative data is not
presented because thisis the first year of presentation of government-wide financial statements)

Table 1
City of Biloxi
Net Assets
Total
Governmental Business-Type Primary
Activities Activities Government
Current and other assets $ 63,454,507 $ 11,073,720 $ 74,528,227
Capital assets 164,794,097 40,415,372 205,209,469
Total assets $ 228,248,604 $ 51,489,092 $ 279,737,696
Current & other liabilities $ 10,175,176 $ 1,446,246 $ 11,621,422
Long-term liabilities 64,110,736 1,746,169 65,856,905
Total liabilities 74,285,912 3,192,415 77,478,327
Net assets
Invested in capital assets
net of related debt $ 104,918,348 $ 38,554,905 $ 143,473,253
Restricted 21,906,281 181,334 22,087,615
Unrestricted 27,138,061 9,560,438 36,698,499
Total net assets $ 153,962,690 $ 48,296,677 $ 202,259,367

Capital assets include the depreciated cost of the City’ s buildings, land, infrastructure (streets,
drainage, lighting and signals), vehicles, equipment and furnishings. Capital assets, net of the
outstanding debt incurred to acquire them, comprises 68% of the City’s total net assets. A
portion of the City’s net assets are restricted to expenditure for specific purposes such as on-
going capital projects and debt payments. The remaining, unrestricted net assets may be used by
the governing authority to provide future services.
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Table 2
City of Biloxi
Changes in Net Assets

Total
Governmental Business-Type Primary
Activities Activities Government
Revenues
Program revenues

Charges for services $ 7,125,198 $ 9,434661 $ 16,559,859
Operating grants 1,649,026 1,649,026
Capital grants and contributions 1,622,550 1,622,550
General revenues -
Property taxes 16,494,797 16,494,797
Sales taxes 11,551,426 11,551,426
Gaming taxes 20,428,337 20,428,337
Franchise and utility taxes 2,619,001 2,619,001
Other revenue 3,199,403 129,585 3,328,988
Total revenues 64,689,738 9,564,246 74,253,984

Expenses
General government 4,998,883 4,998,883
Parks and recreations 6,315,711 6,315,711
Public safety 25,810,017 25,810,017
Public works 9,525,166 9,525,166
Community development 6,413,034 6,413,034
Unallocated depreciation 1,664,522 1,664,522
Interest on long-term debt 2,450,726 2,450,726
Water and sewer service 10,224,620 10,224,620
Point Cadet Development Commission 46,885 46,885
Total expenses 57,178,059 10,271,505 67,449,564
Increase (decrease) in net assets before transfers 7,511,679 (707,259) 6,804,420

Transfers (3,861,291) 3,861,291

Netincrease in net assets $ 3,650,388 $ 3,154,032 $ 6,804,420

Overall financial position and results of operations

The net assets of governmental activities increased by $3,650,388 after transfers of net assets to
business type activities of $3,861,291. These transfers were contributions from the City’s
General Fund to water and sewer system capital projects. The net assets of business type would
have declined by $707,259 during FY 02/03, had the General Fund not contributed part of the
cost of water and sewer capital projects.

Analyss of Significant Balances And Operation of Individual Funds
Fund Balances

General Fund

The General Fund isthe City’ s primary operating fund. The City began fiscal year 02/03 with a
General Fund balance of $35,692,616 (as restated) and ended the year with a fund balance of
$28,637,152. The decrease is attributable to the use of General Fund cash, to pay for capital
project expenditures. During FY 02/03, the City transferred $12,189,948 of General Fund cash
to the City’ s Capital Projects Fund to pay project expenses.
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Concurrent with the inception of legal gaming in 1992, the annual, ending fund balance
of the City’ s General Fund fund began to increase due to rapid growth in revenues, especially the
gaming tax. In the first few years after the advent of Biloxi’s casino gaming industry, the
governing authority dedicated the gaming tax revenue to capital projects including those projects
that were needed to accommodate the industry. The size and number of these projects and the
constraints of engineering, planning, staffing and acquisition extended the expenditure of
budgeted capital project monies over several years. The lag between the appropriation of
resources and actual completion of projects caused a temporary accumulation of fund balance in
the City’ s general fund. At September 30, 2002, the City’ s General Fund ending fund balance,
measured on the budget basis, was $32,103,637.

The City’ s progress on its capital projects and the eventual easing of the restriction of
gaming tax to capital project funding has reduced the accumulated surpluses (fund balance) in
the General Fund to $24,680,694 (budget basis). Over the next few years, the City’'s
accumulated surpluses should continue to decline as the capital projects are completed.
Operating surpluses are no longer being budgeted in the City’ s General Fund because gaming tax
revenues are now being utilized to fund General Fund operations.

2002 TI1F Capital ProjectsBond Fund — This capital project fund is utilized by the City
to segregate the proceeds of a limited obligation bond issue. The $29,000,000 of bond proceeds
will be expended over the life of the capital projects that are funded by the debt issuance. As
project costs are incurred cash is transferred from the 2002 TIF Capital Projects Bond Fund to
the General Capital Projects Fund to pay the project costs.

Debt Service Fund — During FY02/03 the fund balance of the Debt Service Fund
increased by $1.6 to $5.6 million dollars. City management has built the fund balance to provide
working capital to pay principal and interest on bonded debt that matures in the early months of
the fiscal year, October through January, before the bulk of ad valorem tax revenue is received
by the City. Ad valorem tax revenue isthe primary resource of the Debt Service Fund, therefore
the amount of working capital in the fund is directly attributable to the relationship between the
amount of debt service maturing during the year and the ad valorem tax millage levied for debt
service.

Water and Sewer Fund — Revenues and other Water and Sewer Fund resources were
adequate to pay the cost of operations and debt service. However, revenues were not adequate to
cover depreciation of system assets. The Water and Sewer Fund paid $400,000 of the
$4,300,000 expended for improvements in the water and sewer system during FY 02/03. $3.9
million of water and sewer capital projects spending was funded from the City’ s General Fund
and bond proceeds. Shortly after the end of the fiscal year 02/03, the governing authority raised
water and sewer ratesto provide for increases in operating expenses and to provide a cushion for
the cogt of future replacement of system assets.

Budget Variancesin the General Fund

During FY 02/03 the City Council adopted twenty-two resolutions amending the General
Fund budget. These amendments modified budgeted revenues, expenditures, and transfers. The
amendments to General Fund expenditure appropriations increase total appropriations by
$749,363, the most significant increases being supplemental appropriations for the Biloxi
Housing Authority totaling $262,000 and an increase in budgeted insurance expense of
$133,000. Other expenditure appropriation increases included some additional non-departmental
expenditures, and appropriations of new grant resources. The City Council’ s amendments to the
original, General Fund revenue budget totaled $129,510. These revenue amendments added two
minor grants received during the year.
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Capital AssetsActivity

During FY 02/03 the City spent $28,412,175 for capital asset acquisition and
construction. Of this amount $26,088,737 was expended for congtruction projects. Construction
projects totaling $13,454,524 were completed including the following:

Cedar Lake Road $ 2,463,563
Hwy 90 Lighting Phase IV 383,068
Edgewater Park Drainage 1,329,730
Greater Avenue Drainage 875,600
The Landing Drainage 577,887
Saenger Theatre Phase 1| 476,142
Pass Road Traffic | mprovements 289,722
Crawford Street Drainage 513,953
Holley Street Reconstruction 345,862
Richard Drive at Cedar Lake 1,039,083
Various water/sewer improvements 3,111,310
See Detail Note lll — F, for additional information concerning capital asset activity for the

fiscal year ended September 30, 2003.

L ong-term Debt

At the beginning of the fiscal year the City of Biloxi had outstanding debt consisting of
genera obligation bonds, one limited obligation bond issue, and pollution control loans. These
outstanding debts totaled $35,487,843 at the beginning of the fiscal year 02/03. During the year,
the City borrowed new debt totaling $29,000,000 and consisting of the following:

* $6,000,000 General Obligation Bonds, Series 2002 for the Sports Complex and other
capital projects;

e $23,000,000 Tax Increment Limited Obligation Bonds, Series 2002 for road and
street development projects included in the Tax Increment Financing Plan Traffic
Flow and Thoroughfare Improvement Plan Project. These bonds are the second and
final issue of two issues totaling $35,000,000. These are limited obligation bonds in
that the general taxing power of the City is not pledged to the debt obligation. Only
the ad valorem tax on the incremental growth of the value properties in the Tax
Increment Financing District is obligated to payment of the bonds. The district
consists of parcel of real property and personal property utilized by specific gaming
developments in the City of Biloxi.

Shortly after the end of FY 02/03, the City issued $9,800,000 of general obligation bonds
for the congtruction of recreational facilities, fire stations, the Popps Ferry Road project and other
capital projects.

During the fiscal year 02/03, the City repaid $2,751,532 of principal and $1,756,170 of
interest on all debt. In the Supplemental Information section of the financial report is a schedule
titled Schedule of Long-Term Debt which discloses the beginning balances of each debt, new
debt incurred and the principal amount paid during the year.
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State laws limit the amount of debt a municipality may incur. General obligation bonded
debt, excluding debt issued for utility purposes, is limited to 15% of assessed valuation. The
City’s assessed valuation for tax year 2003 (taxes to be collected fiscal year 03/04) was
$511,760,126; therefore, the limit on general obligation bonded debt during the year was
$76,764,019. The City’s outstanding general obligation bonded debt totaled $25,504,357 at
September 30, 2003. All debt, excluding utility revenue debt and tax increment financing bonds,
is subject to alimit of 20% of assessed value. This 20% limit is $102,352,025 during the fiscal
year. The City’s outstanding debt subject to the 20% limit was $27,846,217 at September 30,
2003.

When a governmental entity issues bonds, it may obtain a rating from one or more of the
bond rating agencies. The rating is a measure of the issuer’s ability to repay the debt and
provides a means whereby investors may measure the risk of their investment in the bonds. The
latest rating given to a City of Biloxi bond issue by Standard and Poor’ s Ratings Group was a
rating of “ A” .

See Detail Note 11l — G and the Supplementary Information section of the CAFR for
additional information concerning the City’ s debt.

Contact Information

Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to the Controller, William L. Lanham, City
of Biloxi, P.O. Box 429, Biloxi, MS 39533.
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Basic Financial Statements
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Assets
Cash and cash equivalents
Investments
Receivables:
Taxes
Customer accounts, net
Grants and other
Prepaids
Inventories
Mortgage loans receivable
Land inventory
Restricted assets
Cash and cash equivalents
Capital assets
Land and construction in progress
Other (net of accumulated depreciation)
Total assets

Liabilities and Net Assets
Liabilities
Accounts payable
Internal balances
Deferred revenue
Payable fromrestricted assets
Accounts payable
Customer deposits payable
Noncurrent liabilities
Due within one year
Bonds and notes
Compensated absences
Due beyond one year
Bonds and notes
Compensated absences
Claims payable
Tota liabilities

Net assets

Invested in capital assets,
net of related debt

Restricted for:
Debt service
Capital improvements
Endowment, expendable
Other

Unrestricted

Total net assets

The Accompanying Notesare an I ntegral Part of the Financial Statemen

City of Biloxi, M ississippi
Statement of Net Assets

September 30, 2003

Component
Primary Government Unit
Governmental Business-type Bilox Port

Activities Activities Total Commission

$ 32379846 $ 8368344 $ 40748190 $ 1561541

18,359,083 18,359,083 672,393
5,156,907 5,156,907

48,766 1,438,828 1,487,594 45,254

1,771,130 1,771,130 20111

709,749 319,827 1,029,576 59,889
55,345 25,784 81,129
213,169 213,169
64,917 64,917
4,695,59% 920,937 5,616,532

65,937,696 65,937,696 463,831

98,856,401 40,415,372 139,271,773 3,910,361

$ 228248604 $ 51489092 $ 279737696 $ 6,733330

$ 5445714 3 415793 $ 5861507 % 78,865

4782 (4,782

41,872 41,872 180,094
25,621 25,621
895,316 895,316

3,661,674 114,298 3,775,972 758,690

1,021,134 1,021,134 70,788

56,214,075 1,746,169 57,960,244 4,050,000
3,063,402 3,063,402

4,833,259 4,833,259 300,000

$ 74285912 $ 3192415 $ 77478327 $ 5438437

$ 104918348 $ 3854905 $ 143473253 % (290,808)

5,588,664 5,588,664 875,758

16,292,928 181,334 16,474,262 1,114,742
24,689 24,689

8,177

27,138,061 9,560,438 36,698,499 (412,926)

$ 153962690 $ 48296677 $ 202259367 $  1,294943
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City of Biloxi, M ississippi
Statement of Activities
For the Fiscd Year Ended September 30, 2003

Program Revenues Net (Expenses) Revenues and Changesin Net Assets
Operating Capital Primary Government Component Unit
Chargesfor Grants and Grants and Governmental  Business-Type Biloxi Port
BExpenses Sarvices Contributions  Contributions Activities Activities Totd Commission
Functions/Programs
Governmentd Activities
Genera Government $ 4998883 $ 223257 $ 43608 $ - (4,732,018) $ $ (4732018) $
Parks and Recreation 6,315,711 404,137 14,126 217,325 (5,680,123) (5,680,123)
Public Sefety 25,810,017 1,268,426 597,754 (23,943,837) (23,943,837)
Public Works 9,525,166 935,598 17,072 1,405,225 (7,167,271) (7,167,271)
Community Development 6,413,034 4,293,780 976,466 (1,142,788) (1,142,788)
Undlocated Depreciation, Infrastructure 1,664,522 (1,664,522) (1,664,522)
Interest and Other, Long-Term Debt 2,450,726 (2,450,726) (2,450,726)
Total Governmenta Activities 57,178,059 7,125,198 1,649,026 1,622,550 (46,781,285) (46,781,285)
Business-TypeActivities
Water and Sewer 10,224,620 9,416,309 (808,311) (808,311)
Point Cadet Devdopment Corporation 46,885 18,352 (28,533) (28,533)
Total Business-TypeActivities 10,271,505 9,434,661 (836,844) (836,844)
Totd Primary Government 67,449,564 16,559,859 1,649,026 1,622,550 (46,781,285) (836,844) (47,618,129)
Component Unit
Biloxi Port Commission $ 2315718 $ 1,771,303 $ $ 203,684 (340,731)
General revenues
Property taxes 16,494,797 16,494,797 1,002,945
Sdlestaxes 11,551,426 11,551,426
Gaming taxes 20,428,337 20,428,337
Franchise and utility taxes 2,619,001 2,619,001
Other taxes 862,366 862,366
Grants and contributions not restricted to spedfic programs 1,200,000 1,200,000
Unrestricted Investment Earnings 735,195 129,585 864,780 24,061
M iscdlaneous 401,842 401,842 319,925
Transfers (3,861,291) 3,861,291
Totd general revenues and transfers 50,431,673 3,990,876 54,422,549 1,346,931
Changein net assets 3,650,388 3,154,032 6,804,420 1,006,200
Net Assets - beginning of period - as restated 150,312,302 45,142,645 195,454,947 288,743
Net assets - end of period $153,962,690 $48,296,677 $202,259,367 $ 1,294,943

o€

The Accompanying Notes are an Integral Part of the Financial Statemen



Assets
Cash and cash equivalents
Investments
Recelvables:
Taxes
Customer accounts, net
Grants and other
Due from other city funds
Prepaids
Inventories
M ortgage loans receivable
Land inventory
Tota assets

Liabilitiesand Fund Balance

Liabilities

Accounts pay able
Dueto other city funds
Deferred revenue

Totd liabilities

Fund Baances
Reserved for
Loans receivable
Inventories
Land inventory
Debt service
Endowment, expendable
Unreserved reported in
General fund
Specid revenue funds
Capital projects funds
Total fund balances

Total liabilities and fund balances

The Accompanying Notes are an Integral Part of the Financial Statements.

City of Biloxi, M ississippi
Balance Sheet

Governmental Funds

September 30, 2003

General 2002 TIF Other

Capital Capital Debt Non-M gjor Tota
General Projects Projects Service Governmenta Governmenta

Fund Fund Bond Fund Fund Funds Funds
$27,488238 $ 755,162 $ $ 3,456,224 $ 680,222 $32,379,846
16,631 11,601,645 1,570,281 5,170,526 18,359,083
4,959,651 108,329 88,927 5,156,907
48,766 48,766
406,099 699,867 663,442 1,722 1,771,130
1,570,923 1,570,923
709,749 709,749
55,345 55,345
213,169 213,169
64,917 64,917
$33,684,479 $ 3,025,952 $11,601,645 $ 5798276 $ 6,219,483  $60,329,835
$ 3,104,004 $ 2,993277 $ $ 209612 $ 159955 $ 6,466,848
1,934,126 471,596 7,647 2,413,369
9,197 32,675 41,872
5,047,327 3,025,952 471,596 209,612 167,602 8,922,089
213,169 213,169
55,345 55,345
64,917 64,917
5,588,664 5,588,664
24,689 24,689
28,581,807 28,581,807
586,227 586,227
11,130,049 5,162,879 16,292,928
28,637,152 11,130,049 5,588,664 6,051,881 51,407,746
$33,684,479 $ 3,025,952 $11,601,645 $ 5798276 $ 6,219,483  $60,329,835
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City of Biloxi, M ississippi

Reconciliation of the Balance Sheet of Governmental Funds

to the Statement of Net Assets
as of September 30, 2003

Total fund balances of governmental funds in the balance sheet, page 31

Amounts reported for governmentd activities in the statement of net assets
are different because:

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds.

Internal service funds are used by management to account for the costs of the
City’s risk management, including insurance. The assets and liabilities of the
internal service funds are included in governmental activities in the statement
of net assets.

Long-term liabilities, including bonds payable are not due and payable in
the current period and therefore are not reported in the funds.

N et assets of governmental activities, page 29

$ 51,407,746

164,794,097

700,000

(62,939,153)

$153,962,690

The Accompanying Notes are an Integral Part of the Financial Statements.
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Revenues

Ad vaorem taxes
Licenses and permits
Intergovernmental
Charges for services
Fines

Other

Total revenues

Expenditures

Current:
Genera government
Parks and recreation
Public safety
Public works
Community development
Non-departmental
Benefit pay ments
Debt service
Principal retirement
Interest and other
Capital outlay, projects
Total expenditures
Excess (deficiency) of revenues
over expenditures

Other financing sources (uses)

Bond proceeds

Bond issue cost

Operatingtransfersin

Operating transfers out

Total other financing
sources (uses)

Net changein fund baance
Fund balances, beginning of year,

asrestated

Fund balances, end of year

City of Biloxi, M ississippi
Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

For the Fiscal Y ear Ended September 30, 2003

General 2002 TIF Other

Capita Capita Debt Nonmajor Tota
General Projects Projects Service Governmenta Governmenta

Fund Fund Bond Fund Fund Funds Funds
$ 9,106,855 % $ $ 4,703,207 $ 2,684,735 $16,494,797
3,661,074 3,661,074
33,613,448 1,426,490 1,233,608 976,466 37,250,012
1,129,740 1,129,740
1,180,109 1,180,109
4,431,423 81,796 54,675 340,633 4,908,527
53,122,649 1,426,490 81,796 5,991,490 4,001,834 64,624,259
4,021,258 4,021,258
4,323,630 4,323,630
22,412,569 22,412,569
8,114,028 8,114,028
2,922,240 1,206,077 4,128,317
6,180,177 6,180,177
2,691,822 2,691,822
2,641,116 2,641,116
1,689,836 1,689,836
26,681,858 26,681,858
47,973,902 26,681,858 - 4,330,952 3,897,899 82,884,611
5,148,747 (25,255,368) 81,796 1,660,538 103,935 (18,260,352)
23,000,000 6,000,000 29,000,000
(678,170) (82,720) (760,890)
25,255,368 1,504 25,256,872
(12,204,211) (8,624,301) (4,017,644) (24,846,156)
(12,204,211) 25,255,368 13,697,529 1,504 1,899,636 28,649,826
(7,055,464) - 13,779,325 1,662,042 2,003,571 10,389,474
35,692,616 (2,649,276) 3,926,622 4,048,310 41,018,272
$28,637,152  $ - $11,130,049 $ 5588664 $ 6,051,881 $51,407,746

The Accompanying Notes are an Integral Part of the Financial Statements.
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City of Biloxi, M ississippi
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
for the Fiscal Y ear Ended September 30, 2003

Amounts reported for governmental activities in the statement of activities are different because:

Net change in fund balances of governmental funds, page 33

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.

Expenditures for capital assets 23,861,369
Less: current year depreciation (4,658,365)

The issuance of long-term debt (bonds payable) provides current financial resources
to governmental funds, but issuing debt increases long-term liabilities in the
statement of net assets. Repayment of borrowed principal is an expenditure
in the governmental funds, but the repayment reduced long-term liabilities in the
statement of net assets. This is the amount by which proceeds exceeds
repayments.

Bond and loan proceeds (29,000,000)
Principal payments 2,641,116

Some revenues reported in the statement of activities do not provide current financial
resources and there are not reported as revenues in governmental funds
Donated infrastructure 79,737
Basis of assets sold (14,260)

Some expenses reported in the statement of activities do not require the use of current

financial resources and there are not reported as expenditures in governmental funds
Change in long-term compensated absences

Internal service funds are used by management to allocate the cost of self insuring

to individual funds. The net revenue (expense) of the internal service funds is
reported with governmental activities .

Change in net assets of governmental activities, page 30

$10,389,474

19,203,004

(26,358,884)

65,477

(348,683)

700,000

$ 3,650,388

The Accompanying Notes are an Integral Part of the Financial Statemen



Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual - Budget Basis

Revenues
Ad valorem taxes
Licenses and permits
I ntergovernmental
Federal & state grants
Charges for services
Fines
Other
Total revenues

Expenditures
Administration
Executive
Legidative
Lega
Judicial
Community development
Parks & recreation
Public safety
Public works
Nondepartmental
Total expenditures
Excess (deficiency) of revenues

over expenditures

Other financing sources (uses)
Operating transfers out

Net change in fund balances
Fund balances, beginning of year
Fund balances, end of year

City of Biloxi, M ississippi

General Fund
For the Fiscd Year Ended September 30, 2003

Variance

Budgeted Amounts Positive

Original Final Actual (Negative)
$ 8336802 $ 8336802 $ 8721705 384,903
3,371,900 3,371,900 3,589,727 217,827
33,425,200 33,437,200 33,108,947 (328,253)
14,000 143510 502,860 359,350
985,400 985,400 1,081,600 96,200
1,160,000 1,160,000 1,180,109 20,109
4529532 4517532 4,300,229 (217,303)
51,822,834 51,952,344 52,485,177 532,833
2,544,665 2,604,665 2,340,231 264,434
286,109 286,109 254,905 31,204
646,598 646,598 573373 73,225
545,850 642,848 614,954 27,894
223114 223114 224,056 (942
3,371,689 3,371,689 2,911,662 460,027
4,893,588 4,893,590 4,310,304 583,286
24,995,944 25,082,724 22,311,325 2,771,399
8,633,268 8,633,268 8,012,005 621,263
5,715,397 6,220,980 6,165,357 55,623
51,856,222 52,605,585 47,718,172 4,887,413
(33,388) (653,241) 4,767,005 5,420,246
(29,513,836) (29,770,660) (12,189,948) 17,580,712
(20547,274) (30,423,901) (7,422,943) 23,000,958

33,000,000 32,103,637 32,103,637 -
$ 3452726 $ 1679736 $24680694 $ 23000958

The Accompanying Notes are an Integral Part of the Financial Statements.
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Assets
Current assets:
Cash
Accounts receivable:

Net of allowance for doubtful accounts
Customer accounts earned but not billed

Due from other city funds

Supplies inventory

Prepaid contractual services
Total current assets

Restricted assets:

Cash

Due from other city funds
Total restricted assets

Noncurrent assets:
Capital assets, net of accumulated
depreciation
Total noncurrent assets
Tota assets

Liabilities
Current liabilities:
A ccount payable
Current portion of notes payable
Total current liabilities

Liabilities payable from restricted assets:

Customer deposits payable

A ccounts payable

Claims contingency payable
Total liabilities payable from

restricted assets

Non-current liabilities:
Notes payable, non-current
Totad liabilities

Net assets
Invested in capital assets,
net of related debt
Restricted for capital projects
Unrestricted
Total net assets

City of Biloxi, M ississippi
Statement of Net Assets
Proprietary Funds
September 30, 2003

Business-Type A ctivities-Enterprise Funds Governmental
M ajor Fund Non-M gjor Fund Activities
Water Point Cadet Total Internal
And Development Enterprise Service
Sewer Corporation Funds Funds
$ 8278152 $ 90,192 $ 8368344 $
686,797 686,797
752,031 752,031
4,782 4782
25,784 25,784
319,827 319,827
10,067,373 90,192 10,157,565
920,937 920,937 4,695,595
837,664
920,937 920,937 5,533,259
39,908,363 507,009 40,415,372
39,908,363 507,009 40,415,372
50,896,673 597,201 51,493 874 5,533,259
415,793 415,793
114,298 114,298
530,091 530,091
895,316 895,316
25,621 25,621
4,833,259
920,937 920,937 4,833,259
1,746,169 1,746,169
3,197,197 3,197,197 4,833,259
38,047,896 507,009 38,554,905
181,334 181,34
9,470,246 90,192 9,560,438 700,000
$ 47,699,476 $ 597,201 $ 48,296,677 $ 700,000

The Accompanying Notes are an Integral Part of the Financial Statements.
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City of Biloxi, M ississippi

Statement of Revenues, Expenses and Changes in Net Assets

Proprietary Funds
For the Fiscal Y ear Ended September 30, 2003

Business-Type Activities-Enterprise Funds Governmental
M ajor Fund Non-M ajor Fund Activities
W ater Point Cadet Total Internal
And Development Enterprise Service
Sewer Corporation Funds Funds
Oper ating Revenues
Charges for services:
W ater sales, sewer revenues
penalties & installations, net $ 8784577 $ 8,784,577 $
Keesler Air Force Base, sewer 626,460 626,460
Insurance billings - 7,134,040
Total charges for service 9,411,037 - 9,411,037 7,134,040
Rent income 18,352 18,352
Cobracontributions - 52,055
Other income 5,272 5,272
Total operating revenues 9,416,309 18,352 9,434,661 7,186,095
Oper ating expenses
Personal services 356,025 356,025
Contracted services 7,009,227 7,009,227
Other services and charges 1,062,456 24,547 1,087,003 6,486,095
Depreciation 1,730,578 22,338 1,752,916
Total operating expenses 10,158,286 46,885 10,205,171 6,486,095
Operating income (loss) (741,977) (28,533) (770,510) 700,000
Non-operating revenues (expenses)
Interest income 129,249 336 129,585
Interest expense (66,334) (66,334)
Total non-operating revenues (expenses) 62,915 336 63,251 -
Income (loss) before transfers (679,062) (28,197) (707,259) 700,000
Transfers from other City funds 3,861,291 3,861,291
Changein net assets 3,182,229 (28,197) 3,154,032 700,000
Net assets, beginning of year, as restated 44,517,247 625,398 45,142,645 -
Net assets, end of year $ 47,699,476 $ 597,201 48,296,677 $ 700,000

The Accompanying Notes are an Integral Part of the Financial Statemen
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City of Biloxi, M ississippi
Statement of Cash Flows

Proprietary Funds
For the Fiscal Y ear Ended September 30, 2003

Business-Type A ctivities-Enterprise Funds Governmental
Major Fund Non-M gjor Fund Activities
Water Point Cadet Total Internal
And Development Enterprise Service
Sewer Corporation Funds Funds
Cash flows from oper ating activities
Receipts from customers $ 9718702 $ 18352 $ 9737054 $ 7,186,095
Payments to suppliers (7,972,115) (24,547) (7,996,662) (6,690,540)
Payments for services of employees (356,025) (356,025)
Net cash provided by (used in)
operating activities 1,390,562 (6,195) 1,384,367 495,555
Cash flows from non-capital
financing activities
Transfers fromother funds 210,515 210,515
Loans to other funds (9,754) (9,754) (738,036)
Repayment of loans from other funds (113,989) (113,989)
Net cash provided by (used in)
non-capital financing activities 86,772 - 86,772 (738,036)
Cash flows from capital andrelated
financing activities
Transfers fromother funds 3,650,776 3,650,776
Acquisition of capital assets (4,515,120) (4,515,120)
Retirement of debt (110,510) (110,510)
Interest paid on debt (66,335) (66,335)
Net cash provided by (used in) capital
and related financing activities (1,041,189) - (1,041,189) -
Cash flows from investing activities
Interest and dividends on investments 129,249 336 129,585
Net cash provided by (used in)
investing activities 129,249 336 129,585 -
Net increase (decrease) in cash
and cash equivalents 565,394 (5,859) 559,535 (242,481)
Cash and cash equivalents, beginning
of period 8,633,695 96,051 8,729,746 4,938,076
Cash and cash equivalents, end of period $ 919908 % 90192 $ 9289281 $ 4,6955%
Classified as:
Current assets $ 8278152 $ 9012 $ 8368344 $
Restricted assets 920,937 920,937 4,695,595
Totals $ 9199089 N0VIRP $ 928281 $ 4695595

Continued on next page

38



City of Biloxi, M ississippi
Statement of Cash Flows
Proprietary Funds
For the Fiscal Y ear Ended September 30, 2003

(Continued)
Business-Type A ctivities-Enterprise Funds Governmental
Major Fund Non-M ajor Fund Activities
W ater Point Cadet Total Internal
And Development Enterprise Service
Sewer Corporation Funds Funds
Reconciliation of operating income (loss)
to net cash provided by (used in)
operating activities:
Operating income (loss) $ (741,977)  $ (28533 % (7705100 $ 700,000
Adjustments not affecting cash
Depreciation 1,730,578 22,338 1,752,916
Changes in assets and liabilities:
Accounts receivable 282,081 282,081
Prepaids (260,705) (260,705)
Accounts payable and accrued expenses 348,273 348,273 (204,445)
Customer deposits 32,312 32,312
Net cash provided by (used in)
operating activities $ 1,390,562 $ (6195 $ 1,384,367 $ 495,555

The Accompanying Notes are an Integral Part of the Financial Statements.
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City of Biloxi, M ississippi
Notes to Financial Statements
September 30, 2003
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(A)

(B)

City of Biloxi, Mississppi
Notesto the Financial Statements
For the Y ear Ended September 30, 2003

Summary of Significant Accounting Policies
The financia statements of the City of Biloxi, Mississippi (the City) have been prepared in
accordance with accounting principles generaly accepted in the United States (GAAP)
applicable to governmental units. The following is a summary of the more significant
accounting policies of the City:

Reporting Entity

The City of Biloxi, Mississippi was incorporated on February 8, 1838 under the laws of the
State of Mississippi. The City operates under a Mayor-Council form of government and
provides the following services: public safety, (police, fire and civil defense), public works
(highways, streets, and sanitation), health and social services, -culture-recreation,
community development, planning and zoning, and general administrative services.

The City’ s reporting entity applies all relevant Governmental Accounting Standards Board
(GASB) pronouncements. Proprietary funds apply Financial Accounting Standards Board
(FASB) pronouncements and Accounting Principles Board (APB) opinions issued on or
before November 30, 1989, unless those pronouncements conflict with or contradict GASB
pronouncements, in which case, GASB prevails. As required by GAAP, these financial
statements present the City of Biloxi (the primary government) and its components. The
component units discussed in Note | (B) below are included in the City’ s reporting entity
because of the significance of their operation and financial relationshipswith the City.

Component Unit Disclosure

The criteria for including component units consist of identification of legally separate
organizations for which the elected officials of the City are financially accountable. This
criteria also includes identification of organizations for which the nature and significance
of their relationship with the primary government are such that exclusion would cause the
reporting entity’s financial statements to be misleading or incomplete.  Blending
component units, although legally separate entities, are in substance, part of the
government’ s operations and so data from these units are combined with data of the
primary government. Discretely presented component units are reported in a separate
column in the governments-wide financial statements to emphasize that they are legally
separate from the government. The City uses both methods for presenting its component
units.

(1) Blended Component Unit: Point Cadet Development Cor poration

The Point Cadet Development Corporation (PCDC), a non-profit corporation, is governed
by athree member board whose president is always the current Mayor of the City of Biloxi.
Although it is legally separate from the City, PCDC is reported as part of the primary
government because its sole purpose is to finance, develop and manage the City’s
designated development areas. PCDC isreported as an enterprise fund using the blending
method. PCDC does not issue separate financial statements.
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(©)

(D)

(E)

City of Biloxi, Mississippi
Notesto the Financial Statements
(Continued)

(2) Discretely Presented Component Unit: Biloxi Port Commission

The Biloxi Port Commission (Commission) was created by the City under state statute and
provides various services, including rental of pleasure and commercial berths, industrial
building rentals, maintenance and operation of various harbors, wharves, piers, and
channels, etc. The Commission consists of a six member board, two of whom are
appointed by the City. The Commission has had going concern issues and on July 24,
2003, the City assumed all of its management responsibilities. The Commissions assets
and liabilities will be completely absorbed by the City during the fiscal year ending
September 2004.  Separate financial information can be obtained from Biloxi Port
Commission.

Related Organizations

The Biloxi Municipal Separate School Didtrict has been excluded from the reporting entity,
because it is an "other stand-alone government”. The school district is a related
organization of, but not a component unit of the City of Biloxi. The governing authorities
of the City do select a majority of the school districts board, but do not have ongoing
financial accountability for the school digtrict.

Joint Ventures and Jointly Governed Organizations

Additionally, during its evaluation of potential component units, management identified
one joint venture (Harrison County Wastewater and Solid Waste Management Didtrict),
and two jointly governed organizations (the Harrison County Library Sysem and the
Gulfport-Biloxi Regional Airport Authority).

A joint venture is a lega entity or other organization that results from a contractual
arrangement and that is owned, operated, or governed by two or more participants as a
separate and specific activity subject to joint control, in which the participants retain (a) an
ongoing financia interest or (b) an ongoing financial responsibility. Generally, the purpose
of ajoint venture is to pool resources and share the costs, risks and rewards of providing
goods or services to the venture participants directly, or for the benefit of the general public
or specific service recipients.

A jointly governed organization is similar in nature to a joint venture in that they provide
goods and services to the citizenry of two or more governments. However, they do not
meet the definition of a joint venture because there is no ongoing significant financial
interest or responsibility by the participating governments

Basic Financial Statements- GASB Statement 34

Government-Wide and Fund Financial Statements

The basic financial statements include both government-wide (based on the City as a
whole) and fund financial statements. While the previous financial reporting model
emphasized fund types (the total of all funds of a particular type), in the new financia
reporting model the focus ison either the City as awhole, or mgjor individual funds (within
the fund financial statements). Both the government-wide and fund financial statements
categorize primary activities as either governmental or business type.
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(F)

City of Biloxi, Mississippi
Notesto the Financial Statements
(Continued)

The government-wide financial statements, including the statement of net assetsand the
statement of activities report information on all of the non-fiduciary activities of the City.
For the most part, the effect of interfund activity has been removed from the statements.
Governmental activities, which are primarily supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely extensively on
fees and charges for support. In the government-wide Statement of Net Assets, both the
governmental and business-type activities columns are presented on a consolidated basis by
column, and are reflected, on a full accrual, economic resource basis, which incorporates
long-term assets and receivables as well aslong-term debt and obligations.

The Statement of Activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function or segment. Program revenues include
charges to customers who purchase, use or directly benefit from goods, services or
privileges provided by a given function or segment and grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or
segment. Taxes and other items not properly included among program revenues are
reported instead as general revenues.

Separate financia statements are provided for governmental funds, proprietary funds and
fiduciary funds even though the latter are excluded from the government-wide financial
statements. Magjor individua governmental funds and enterprise funds are reported as
separate columns in the fund financial statements.

M easur ement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrua basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of thetiming of related cash flows. Grants
and similar items are recognized as revenues as soon as all eligibility requirements imposed
by the provider have been met.

Governmental fund financial statements are reported using the current financia resources
measurement focus and the modified accrual basis of accounting. Under the modified
accrua basis of accounting, revenues are recognized when they become susceptible to
accrua, i.e.,, measurable and available to pay liabilities of the current period. Available
means collectible within the current period or soon enough thereafter to pay current
liabilities. The City considers revenues to be available if they are collected within 60 days
of the end of the current fiscal year. Expenditures are recognized when the related fund
liability is incurred, if measurable, except for interest on long-term debt and the long-term
portion of accumulated compensated absences, which are recognized when due.
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City of Biloxi, Mississippi
Notesto the Financial Statements
(Continued)

Year-end accruals of ad valorem taxes, sales taxes, gaming taxes and franchise fees are
based upon actual collections of amounts remitted to the City within 60 days of year end.
Anticipated refunds of taxes are recorded as liabilities and reductions of revenue when they
are measurable.

Other licenses and permits, charges for services, fines and penalties, and miscellaneous
revenues are recorded as revenues when they are recelved as they are generally not
measurable until actually received; however, charges for services which are measurable are
recorded as revenue in the period earned.

In applying the * susceptible to accrual” concept to intergovernmental revenues pursuant to
GASB Statement No. 33 the provider should recognize liabilities and expenses and the
recipient should recognize receivables and revenue when the applicable digibility
requirements including time requirements, are met. Resources transmitted before the
eligibility requirements are met should, under most circumstances, be reported as advances
by the provider and deferred revenue by the recipient.

The financial transactions of the City are recorded in the individual funds. Each fund is
accounted for by providing a separate set of self-balancing accounts that comprises its
assets liabilities, reserves, fund equity, revenues and expenditures / expenses. The various
funds are reported by generic classification within the financial statements.

GASB Statement No. 34 sets forth minimum criteria for the determination of major funds.
The City has electively added the General Bond and Interest Fund as a major fund. The
non-major funds are combined in a column in the fund financial statements and detailed in
the combining section.

The proprietary funds distinguish operating revenues and expenses from nonoperating
items. Operating revenues and expenses generally result from providing services in
connection with a proprietary fund’'s principal operations. The principal operating
revenues of the Water and Sewer fund and PCDC are charges to customers for sales and
services. The City insurance funds bill the other funds to cover insurance premiums and
clams. Operating expenses for the enterprise and internal service funds include the cost of
sales and services, administrative expenses and depreciation on capital assets. All revenues
and expenses not meeting this definition are reported as nonoperating revenues and
eXpenses.

The preparation of the basic financial statements in conformity with GAAP requires
management to make use of estimates that affect reported amounts in the basic financial
statements. Actual results could differ from estimates.

Fund Typesand Major Funds

Governmental Funds

Governmental funds are those funds through which the City finances most of its municipal
services and are accounted for on the basis of a spending measurement focus. The focus on
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City of Biloxi, Mississippi
Notesto the Financial Statements
(Continued)

governmental funds is on the determination of changes in financial position rather than
upon net income determination. The Citys governmental funds are as follows:

General Fund is the City’s primary operating fund. It is used to account for all
financial resources of the general government except those required to be accounted for
in a separate fund.

General Capital Projects Fund is used to account for the City’s capital projects.
Revenues are received primarily from the General Fund.

2002 TIF Capital Projects Bond Fund is used to hold the bond proceeds until such
time as they are needed to fund expenditures in accordance with the bond issue.

Debt Service Fund is used to account for the accumulation of resources for, and the
payment of, general long-term debt principal, interest and related costs.

Other Non-Major Governmental Funds is a summarization of all of the non-major
governmental funds including:

Special Revenue Funds
The Special Revenue Funds are used to account for the proceeds of specific revenue
sources that arelegally restricted to expenditures for specified purposes.

Capital Projects Funds
Capital Projects Funds are used to account for financial resourcesto be used for the
acquisition or construction of major capital facilities.

Proprietary Funds

The focus of Proprietary Fund measurement is upon determination of operating income,
changes in fund net assets, financial position, and cash flows, which is similar to
businesses. The following is a description of the Proprietary Funds of the City:

Water and Sewer Fund accounts for the activities of the city’s water and sewer
system.

Non-Major Proprietary Fund —Point Cadet Development Corporation (a blended
component unit) accounts for the activities of PCDC.

Internal Service Funds

Like commercia enterprises, a governmental unit may decide to accept certain risk rather
than insure against those risks. As part of the Citys self-insurance program, Internal
Service Self-Insurance Reserve Funds have been established to account for the actual cost
of claims, reinsurance, and reserves. The Citys Internal Service Funds administer the risk
for workman's compensation, liability, automobile, casualty, health insurance and revenue
interruption due to catastrophic damage to the gaming industry. The Internal Service
Funds in turn charge the other City funds for their allocable share of these net costs.
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City of Biloxi, Mississippi
Notesto the Financial Statements
(Continued)

Non-Current Governmental Assets/ Liabilities

GASB Statement No. 34 eliminates the presentation of Account Groups, but provides for
these records to be maintained and incorporates the information into the Governmental
Activities column in the government-wide Statement of Net Assets.

Assets, Liabilitiesand Net Assets or Equity

Cash and Cash Equivalents

The City considers cash on hand, cash with fiscal agents, demand deposit, certificates of
deposit and bank repurchase agreements as cash and cash equivaents. In addition, each
fund’ s equity in the City’ s investment pool has been treated as a cash equivalent since cash
may be deposited or withdrawn from the pool at any time without prior notice or penalty.

| nvestments
Investments are stated at fair value.

Accounts Receivable

Accounts receivable are recorded in the Governmental, Business-type, and Component
Unit Funds. Where appropriate, an associated allowance for doubtful accounts has been
established intherelated fund.

Inventories

Governmental and Proprietary Fund inventories are valued at the lower of cost (first-in,
first-out) or market. Inventories consist of expendable supplies held for consumption. The
cost isrecorded as expenditure at the time individual inventory items are consumed.

Capital Assets

Capital assets, including land, buildings, improvements other than buildings, infrastructure
(i.e., roads, bridges, street lighting and other similar items) and equipment are reported in
the applicable governmental and business-type activities columns in the government-wide
financial statements. The Citys capitalization levels are as follows: purchased assets
costing more than $500 are capitalized; building renovations are capitalized when their cost
exceeds 25% of the buildings previously capitalized cost and if the repair extends the
buildings estimated useful life; contributed fixed assets are capitalized and recorded at the
estimated market value at the time of the contribution. Assets acquired using capital lease
obligations are treated in the same manner as purchased fixed assets.

Depreciation of capital assets is provided on the straight-line basis over the following
estimated useful lives

Buildings 40-50 years
| mprovements 40-50 years
Infrastructure 20-60 years
Equipment 3-15 years
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City of Biloxi, Mississippi
Notesto the Financial Statements
(Continued)

Compensated Absences

The City accrues accumulated unpaid vacation and sick leave and associated employee-
related costs when earned (or estimated to be earned) by the employee. For Proprietary
Funds and the Government-wide Statements, the current portion is the amount estimated to
be used in the following year. Since only a portion of compensated absences are expected
to be liquidated with expendable available financial resources and therefore shown as a
current liability in the fund financial statements, the balance or long term portion represents
areconciling item between the fund level and government-wide presentations.

Post Employment Health Car e Benefits

The City does not have costs associated with post-employment benefits for retired
employees. The City does allow employees to continue in the group plan after retirement,
however, al premiums are paid by the retired employees.

Interfund Transactions

Numerous interfund transactions occur during the normal course of operations of the City.
Disbursements made by one fund which are properly chargeable to another fund result in
the creation of interfund receivables and payables. This type of transaction is normally
settled by a cash transfer between the funds. All other interfund transactions are accounted
for as either an operating transfer, a capital transfer or aresidual equity transfer. A capital
transfer results when a governmental fund permanently transfers funds to a proprietary
fund as a capital infusion for the construction of fixed assets, for example. A residual
equity transfer represents a transfer of the residual fund balance of a discontinued fund to
another fund or a non-recurring or non-routine transfer of equity between funds. Operating
and capital transfers are all legally authorized transfers, which are not classified as residual
equity transfers. Transfers between governmental or proprietary funds are netted as part of
the reconciliation to the government wide columnar presentation.

Advancesto Other Funds

Various funds have made short-term advances to other funds. These advances, shown as
“ Due From Other Funds’, are temporary in nature, bear no interest, and are considered
"available spendable resources’ . Long-term advances, if any, are those for which the
timing of repayment is uncertain: thus, an allocable portion of fund balance would be
reserved in governmental funds.

Estimated I nsurance Claims Payable

The City is self insured for general liability, property, automobile, workers compensation
and employee hedlth claims. The operating funds are charged premiums by the City’s
insurance internal service funds. The accrued liabilities for estimated claims represent an
estimate of the eventual loss on claims arising prior to year-end including claims incurred
and not yet reported.
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City of Biloxi, Mississippi
Notesto the Financial Statements
(Continued)

Bond Discounts, Bond Premiums, and I ssuance Costs
In governmental funds, bond discounts, bond premiums and issuance costs are treated as
period costs in the year of issue and are shown as* Other Financing Sources (Uses)” .

In proprietary funds (and for governmental activities, in government-wide statements) bond
discounts, bond premiums and issuance costs are deferred and amortized over the term of
the bonds using the bonds outstanding method, which approximates the effective interest
method. Bond discounts and premiums are presented as a reduction and increase,
respectively, of the face amount of the revenue bonds payable, whereas issuance costs are
recorded as other assets.

Higorically, the City’ s bond discount/premiums and issuance cost have not been material.

Deferred Revenue

In the governmental funds, certain revenue transactions have been reported as deferred
revenue. Revenue can not be recognized until it has been earned and it becomes available
to finance expenditures of the current fiscal period.

In proprietary funds (and for governmental activities in the Government-wide statements)
deferred revenue is reported for unearned revenue, regardless of its availability.

Il. Stewardship, Compliance and Accountability:
A. Budgetary Data

The procedures used by the City in establishing the budgetary data reflected in the
combined financia statements are as follows:

1. Prior to October 1, the Mayor submits to the City Council a proposed operating budget
for the fiscal year beginning October 1. The operating budget includes proposed
expenditures and the means of financing them.

2. Public hearings are conducted to obtain taxpayer comments.

3. Not later than September 15, the budget is legally enacted through passage of a
resolution.

4. The City Council formally adopts an annual operating budget for the General Fund at
the “ department level” and for specia revenue, debt service and capital projects fund
types at the “ fund type level” . State statutes prohibit the governing authority from
expending amounts in excess of the adopted or amended budget. Forma budgetary
integration at the “ account level” is employed by management for expenditure control
purposes. Management may transfer budget between expenditure accounts within each
General Fund department but may not exceed the total expenditure limit set for each
General Fund department nor the total expenditures level for other fund types. The City
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Council may amend the budget during the fiscal year, by resolution, to reallocate
resources.

. Budgets for the General, Special Revenue, Capital Projects and Debt Service Funds are
adopted in accordance with provisions of the State Auditors Office and not on a basis
consistent with accounting principles generally accepted in the United States of
America. For budgetary purposes, certain revenues from property taxes, interest on
investments, and certain other sources are recognized when received in cash and
unexpended appropriations lapse thirty days after the end of the fiscal vyear.
Expenditures may not legally exceed budgeted appropriations and any existing fund
balance at the various fund or fund type levels. Budget amounts are as originally
adopted, or as amended by the City Council. Budget amendments are made throughout
the year (prior to July) as reallocations of funds are necessary or as circumstances
dictate.

Since accounting principles applied for purposes of developing data on the budgetary
basis differ from those used to present financial statements in conformity with generaly
accepted accounting principles, a reconciliation of timing differences in the excess
(deficiency) of revenues and other sources over expenditures and other uses for the year
ended

September 30, 2003 is as follows:

Genera
Fund

Excess (deficiency) of revenues and other sources over

expenditures and other uses, budgetary basis $ 7,422,943
Adjustments

To convert receivables (558,018)

To convert prepaids (46,180)

To convert liabilities 309,113

To convert deferred revenue (72,394)
Totals, GAAP basis $ 7,055,464
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B. Excess Expenditures Over Appropriationsin Individual Funds
During the year ended September 30, 2003, expenditures and other financing uses
exceeded revenues and other financing sources in the following funds:

General Fund $ 7,055,464
Capital Projects Funds
1998 General Obligation Bond Fund 13,941
2000 Genera Obligation Bond Fund 481,241
1999 TIF Capital Projects Bond Fund 2,340,233

Enterprise Funds (net 10ss)
Point Cadet Development Corporation 28,197

C. Deficit Fund Equity
One non-major fund had net equity in a deficit position. The 1999 TIF Capital Projects
Bond Fund experienced a deficit of $8 due to excess funding of capital projects from this
fund. This deficit was funded after year end.

[11. Detail Notes- All Funds
A. Property and Gaming Tax Revenues

Property Tax

The City levies atax on real and personal property based on the assessed value of property
as compiled by the Harrison County Tax Assessor. The taxes on real and personal property
attach as an enforceable lien on the property as of January 1 of each year. Taxes on real
and persona property are levied by the City Council at the first regular meeting in
September. Through an inter-local agreement, all of the property taxes of the City of
Biloxi are collected by the Harrison County Tax Collector and remitted as tax settlements
(less an appropriate collection fee) to the City on a monthly basis. Taxes for the Biloxi
Municipal Separate School District are also billed and collected by the county and remitted
to the schools through the City.

In accordance with the Mississippi Code of 1972, as amended, the City Council may levy
taxes in any amount for general revenue purposes and general improvements. However,
taxes collected for any one year may not exceed one hundred and ten percent (110%) of the
taxes collected for the prior assessment year. For purposes of the computation, taxes
collected in the current year resulting from property added to the tax assessment roll are
excluded from the computation. In addition, the City Council may levy additional taxes for
specific purposes, such as culture and recreation, as authorized by law.
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The tax levies for the calendar years 2003, 2002 and 2001 (taxes collected in the fiscal
years ending 9/30/04, 9/30/03 and 9/30/02) are as follows:

9/30/04 9/30/03 9/30/02
Millage Millage Millage

City Funds
General Fund 15.65 15.65 15.65
Specia revenue funds:

Disability and Relief (Pension) Funds 4.50 5.50 5.50
Debt Service Funds 7.70 6.70 6.70
Solid waste collection and disposal 2.25 2.25 2.25
Total City administered funds 30.10 30.10 30.10

School Funds
Digrict maintenance 32.34 30.84 26.00
Minimum program 1.09
School debt 4.34 4.34 4.34
Total School administered funds 36.68 35.18 31.43
Total levy 66.78 65.28 61.53

Gaming Revenue

In 1992, the citizens of Harrison County voted to allow dockside casino gaming as defined
by the Mississippi Gaming Control Act of 1990. In August of 1992, thefirst casino opened
at Biloxis Point Cadet development. As of September 30, 2003, there were nine casinos
operating within the City of Biloxi. Gaming activities are taxed in a variety of ways. The
State of Mississippi levies a diding scale tax on gross gaming revenue, of which Harrison
County and the City of Biloxi receive .4 to .8 percent. This tax is divided 72% to the
County, and 28% to the City of Biloxi. The allocation is based upon the population
demographics of the last official census. In addition to the State tax, the City of Biloxi,
through local ordinance in accordance with state law, levies an additional 3.2% tax on
gross gaming revenues. Thistax isdistributed as follows: 60% to the General Fund, (20%
of which is designated for public safety); 20% to the Biloxi Public Schools; 10% to
Harrison County for public safety; and 10% to Harrison County Schools. In addition to the
taxes on gross gaming revenue, the State, City and County annually receive licensing fees
and permits from each casino for each gaming device. The following is an analysis of the
gaming revenues reported in the General Fund:

Local option 3.2% tax $ 16,556,387
Local share of state tax 1,832,126
Gaming licenses and permits 2,039,824
Total gaming revenues $ 20,428,337
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B. Depositsand | nvestments
The City deposits funds in financial ingtitutions selected by the City Council in accordance
with state statutes. Furthermore, the City invests excess funds in various investment
instruments that are allowed by statutes. Various restrictions on deposits and investments
are imposed by statutes. Deposits and investments are summarized below.

Deposits —

Deposits consist of cash amounts in demand accounts and certificates of deposit. The
collateral for public entities depositsin financia institutions is now held in the name of the
State Treasurer under a program established by the Mississippi State Legislature and is
governed by Section 27-105-5, Miss. Code Ann. (1972). Under this program, the entity’ s
funds are protected through a collateral pool administered by the State Treasurer. Financia
ingtitutions holding deposits of public funds must pledge securities as collateral against
those deposits. In the event of failure of a financial ingtitution, securities pledged by that
ingtitution would be liquidated by the State Treasurer to replace the public deposits not
covered by the Federal Depository Insurance Corporation. By using this multiple financia
ingitution collateral pool, al of the City’s deposits at September 30, 2003 fal into the
credit risk category of “Insured or collateralized with securities held by the entity or by its
agent in the entity’ sname” Deposits are summarized as follows:

Reported Bank

Amount Balance
Cash $ 16,115,202 $ 18,362,098
Certificates of deposit 30,249,520 30,249,520
Total deposits $ 46,364,722 $ 48,611,618

Cash and cash equivalents for cash flows of Proprietary Funds include all cash accounts
and certificates of deposit.

I nvestments —

The City is alowed, by statute, to invest excess funds in any bonds or other direct
obligations of the United States of America or the State of Mississippi, or of any county or
municipality of this state, when such county or municipal bonds have been properly
approved. At September 30, 2003, investments consisted of the following:

Reported Far
Amount Value
Investments not categorized:
Money Market Mutual Funds $ 18,359,083 $ 18,359,083
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C. Receivables
The Statement of Net Assets of the City of Biloxi includes the following receivables at
September 30, 2003:

Taxesreceivable:

Utility franchise taxes $ 674,726
Sales taxes 2,065,483
Ad valorem taxes 643,690
Gaming taxes and fees 1,773,008
Total taxes receivable $ 5,156,907

Customer accounts receivable:
Garbage fees $ 57,508
Water and sewer utility charges (billed) 757,835
L essallowance for doubtful accounts (79,780)
Customer accounts receivable earned but not billed 752,031
Total customer accounts receivable, net $ 1,487,594

Other receivables.
Special assessments $ 97,280
Federal and state grants 702,866
Due from county for debt service 663,442
Liquor privilege tax 35,250
County road tax 28,045
Other 244,247
Total other receivables $ 1,771,130

D. Prepaids

Prepaids at September 30, 2003 consist of the following:

Prepaid insurance premiums $ 709,749

Contractual services 319,827

Total prepaids $ 1,029,576
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Due From
Other
Funds

Dueto
Other
Funds

General Fund

General Capital Projectsto fund project cost
Water and sewer

Claims contingency fund for claims and expenses
Total General Fund

General Capital Projects Fund:

General Fund

2002 TIF Capital Projects Bond Fund
GOPI 2002 Bond Fund

1999 TIF Capital Projects Bond Fund
Water and Sewer Fund

Total Genera Capital Projects Fund

2002 TIF Capital Projects Bond Fund
General Capital Projectsto fund project cost

Other Nonmajor Governmental Funds
GOPI 2002 Bond Fund to General Capital Projects
1999 TIF Capital Projects Bond Fund to Genera

Capital Projects

Total other nonmajor governmental funds

Enterprise Fund:
Weater and Sewer Fund from General Fund

Internal Service Self-Insurance:
Claims Contingency Fund from General

Fund for claims

Totals

$ 1,086,708
9,754
837,664

1,934,126

1,086,708
471,596
7,608

39

4,972

1,570,923

471,596

7,608

39

7,647

9,754

4,972

837,664

$ 2418341

$ 2418341
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The composition of interfund transfers for the year ended September 30, 2003:

Transfers From Transfers Into
General
Capital Debt
Projects Service
Fund Fund Total
General Fund $ 12204210 $ $ 12,204,210
2002 TIF Capital Projects Bond Fund 8,622,797 1,504 8,624,301
Nonmajor governmental funds
GOPI 2002 Bond Fund 1,163,336 1,163,336
GOPI 1998 Bond Fund 15,719 15,719
GOPI 2000 Bond Fund 485,475 485,475
1999 TIF Capital Projects Bond Fund 2,353,114 2,353,114
Total nonmagor governmental funds 4,017,644 4,017,644
Enterprise Funds
Water and Sewer Fund 410,717 410,717
Totals $ 25255368 $ 1504  $25,256,872

The City transfers funds from the General Fund, various bond funds and the Water and

Sewer Fund to pay for project cost incurred.
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Capital asset activity for the year ended September 30, 2003 was as follows:

Gover nmental activities
Capital assets, not being depreciated:
Land
Construction in progress
Total capital assets not being depreciated

Capital assets being depreciated
Buildings
Improvements other than buildings
Machinery and equipment
Infrastructure - streets and drainage
Total capital assets being depreciated

Less accumulated depreciation for:
Buildings
Improvements other than buildings
M achinery and equipment
Infrastructure - streets and drainage
Total accumulated depreciation

Net capital assets being depreciated

Net governmental activities assets

Business type activities
Capital assets, not being depreciated:
Land
Construction in progress

Total Capital assets not being depreciatec

Capital assets being depreciated
Equipment
Pier improvements
Water and sewer system
Total capital assets being depreciated

Less accumulated depreciation for:
Equipment
Pier improvements
W ater and sewer system
Total accumulated depreciation

Net capital assets being depreciated

Net business type activities assets

Balance
October 1, Balance
2002 September 30,
(as restated) Increases Decreases 2003
$ 20026508 $ 1231276 $ 42351 $ 21,215,433
32,944,122 22,121,355 10,343,214 44,722,263
52,970,630 23,352,631 10,385,565 65,937,696
30,517,507 851,566 92,828 31,276,245
4,241,834 160,773 10,908 4,391,699
21,443,058 1,715,643 997,018 22,161,683
86,171,706 8,242,708 94,414,414
142,374,105 10,970,690 1,100,754 152,244,041
7,594,910 631,268 92,828 8,133,350
2,990,523 177,521 3,168,044
11,975,585 2,185,054 14,160,639
26,261,085 1,664,522 27,925,607
48,822,103 4,658,365 92,828 53,387,640
93,552,002 6,312,325 1,007,926 98,856,401
$ 146,522,632 $ 29,664,956 $ 11,393,491 $ 164,794,097
$ 365412 % $ $ 365,412
1,759,576 4,011,433 3,111,310 2,659,699
2,124,988 4,011,433 3,111,310 3,025,111
54,884 902,716 957,600
446,774 446,774
64,154,607 2,712,281 66,866,833
64,656,265 3,614,997 68,271,262
52,137 43,776 95,913
33,509 22,339 55,848
29,042,438 1,686,802 30,729,240
29,128,084 1,752,917 30,881,001
35,528,181 1,862,080 37,390,261
$ 37,653,169 $ 5,873,513 $ 3,111,310 $ 40,415,372
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Depreciation expense was charged to functions/programs of the primary government as
follows:

Governmental activities

Genera government $ 133,696
Community development 95,897
Cultural affairs 273,614
Parks and recreation 329,711
Public safety 1,949,756
Public works 211,169
Infrastructure 1,664,522
Total depreciation expense — governmental activities $ 4,658,365
Business-type activities
Water and sewer $ 1,730,578
Point Cadet Development Corporation 22,338
Total depreciation expense — business-type activities $ 1,752,916
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G. Long-Term Debt
The following is a summary of bond and other long-term debt transactions of the City for
the year ended September 30, 2003:

Amounts
Beginning Ending Due Within
10/01/02 Additions Ddetions 9/30/03 One Year

Governmental activities
General Obligation Bonds

and Notes $21,736,865 $ 6,000,000 $ 2,232,508 $ 25,504,357 $ 2,537,508
Limited Obligation Bonds 11,780,000 23,000,000 408,608 34,371,392 1,124,166
Compensated absences 3,619,626 2,042,176 1577,266 _ 4,084,536 _ 1,021,134
Total governmental

activities $ 37,136,491 $31,042,176 $ 4,218,382 $ 63,960,285 $ 4,682,808

Business-type Activities
Water and Sewer, pollution
control loans $ 1,970,978 $ $ 110510 $ 1,860,468 $ 114,298
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Bonds, notes, and other long-term debt payable at September 30, 2003 are comprised of the

following individual issues:

Amount
Original Range of Outstanding
Governmental Activities Issue Interest Rates 9/30/03
General Obligation Bonds and Notes:
General Obligation Bonds of 1988-A, due in annual
installments of $90,000 through 6/1/2008 $ 1,200,000 7.2%76% % 450,000
General Obligation Bonds of 1988-D, duein annual
installments of $50,000 to $75,000 through 2/15/2008 750,000 7.2%-7.5% 370,000
General Obligation Bonds of 1989-A, due in annual
installments of $50,000 to $75,000 through 2/15/2009 750,000 7.0% 370,000
Refunding Bond of 1995, duein annual installments of
$615,000 to $685,000 through 2/1/2010 4,135,000 4.8%-6.5% 2,340,000
General Obligation Bonds series 1998, duein annual
installments of $570,000 to $895,000 through
12/1/2013 10,000,000 4.1%-5.3% 7,955,000
General Obligation Bonds, series 2000, duein annual
installments of $590,000 to $825,000 through 5/1/2010 6,500,000  4.75%-5.50% 4,915,000
Airport General Obligation Bonds 2000, due in annual
installments of $90,000 to $130,000 through 5/1/2010 1,000,000 4.875%-5.50% 760,000
Mississippi Development Bank promissory note, duein
monthly installments of $25,209 plus interest through
6/30/2011. Interest is based upon The Bond Market TBMA plus
Association (TBMA) index plus 105 basis points 3,025,000 1.05% 2,344,357
General Obligation Bonds, series 2002, duein annual
installments of $180,000 to $450,000 through
12/1/2022 6,000,000 3.70%-5.25% 6,000,000
Total General Obligation Bonds $ 25,504,357
Limited Obligation Bonds and Notes:
Tax Increment Financing, 1999, duein annual
installments of $410,000 to $2,680,000 through
10/1/2019 $12,000,000 5.30%-7.50% $ 10,890,000
Mississippi Development Association loan, due in annual
installments of $33,608, secured by City sales tax,
payable by Harrison County Devel opment Commission 500,000 3.00% 481,392
Tax Increment Financing, 2002, duein annual installments
of $695,000 to $1,760,000 through 11/1/2022 23,000,000 1.85%-5.2% 23,000,000
Total Limited Obligation Bonds and Notes 34,371,392
Compensated absences 4,084,536
Total governmental long-term debt $ 63,960,285
Business Type Activities
Water and Sewer Fund
State of Mississippi Pollution Control Loans,
duein varying installments through 7/15/2017 2,885,688 3.0%45% $ 1,860,468
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The annual requirements to pay principal and interest on the bonds, notes and loans
outstanding at September 30, 2003 follow and include interest on the variable rate debt.

Business-Type Activities

Governmental Activities Water and Sewer
Y ear Ended General Obligation Bonds Limited Obligation Bonds Pollution Control Loans
September 30,  Principa I nterest Principal I nterest Principal I nterest
2004 $ 2537508 3% 1328898 $ 1,124,166 $ 1,665,839 $ 114,298 $ 62,537
2005 2,662,497 1,052,809 1,179,741 1,623,707 118,238 58,503
2006 2,782,496 911,654 1,240,333 1,578,050 122,419 54,321
2007 2,272,496 786,802 1,305,943 1,526,465 126,754 49,987
2008 2,387,496 671,761 1,371,572 1,468,891 131,247 45,494
2009-2013 8,256,864 1,827,497 7,977,962 6,317,094 638,270 155,906
2014-2018 2,530,000 710,120 10,216,751 4,205,866 437,649 63,318
2019-2023 2,075,000 261,705 9,954,924 1,441,113 171,593 7,174

Totals $25504,357 $ 7,551,246 $ 34,371,392 $ 19,827,025 $ 1,860,468 $ 497,240
The Cityslegal debt limit for general obligation bonds is as follows:

Assessed valuations 2003 (inside the City):

Real property $ 351,980,870
Personal property 88,952,125
Public utility 19,710,243
Autos, estimated 51,116,888
Total assessed valuations $ 511,760,126
Fifteen percent (15%) of total assessed valuation $ 76,764,019
L ess outstanding general issues at 9/30/03 25,504,357
Legal debt margin $ 51,259,662

The City Council annually adopts a resolution providing for the amount of property tax
millage necessary to be levied and collected by the City in the next fiscal year for the
payment during such year of principal and interest on all outstanding general obligation
bonds of the City. The millage rate for the year ended September 30, 2003, was 6.70 mills
or $6.70 per $1,000 of assessed value.

Other general long-term debt of the Enterprise Funds is $1,860,468 of pollution
control/state revolving loans from the State of Mississippi. The State Tax Commission, in
accordance with a signed agreement with the City of Biloxi is currently deducting $14,737
each month from the sales tax remittances to the City to apply as note payments on these
loans.
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The City has authorized the issuance of limited tax port bonds for the purpose of making
improvements to property belonging to the Biloxi Port Commission. The bonds are
secured by an irrevocable pledge of the avails of a direct and continuing one (1) mill ad
valorem tax to be levied by Harrison County, Mississippi. The bonds are payable solely
fromthe avails of the Harrison County tax levy and do not constitute an indebtedness of the
City of Biloxi, the State of Mississippi or any political subdivision of the state within the
meaning of any provision or limitation of the Constitution or statutes of the State of
Mississippi and do not give rise to any pecuniary liability of the City of Biloxi, the State of
Mississippi or any political subdivision of the State of Mississippi or a charge against the
general credit or taxing powers of any of them other than the limited tax pledged by
Harrison County, Mississippi. At September 30, 2003, the aggregate, outstanding principal
amount of the issues was $4,665,000.

. Retirement Plans
Firemen's and Policemen's Disability and Relief Plan and

Employee's Disability and Relief Plan
All firemen and policemen hired prior to March 1, 1976, are covered by the Firemen’s and
Policemens Disability and Relief Plan. All other City employees employed prior to
February 5, 1975, are covered by the Employees Disability and Relief Plan. Both the
Firemen’ s and the Policemen’ s Disability and Relief Plan and the Employer’ s Disability
and Relief Plan are single-employer defined benefit plans administered by the Public
Employees Retirement System of Mississippi.

Under the provisions of Chapter No. 511 of the General Laws of the State of Mississippi,
1987, effective October 1, 1987, the adminigtrative responsibility for these retirement
systems was assigned to the Mississippi Municipal Retirement System, a program of the
Public Employees' Retirement System of Mississippi. The City is authorized by law to
require membership contributions from 1% to a maximum of 10% of the total
compensation of each participating employee. City employee contributions are 9%. PERS
issues a publicly available financial report that includes financial statements and required
supplementary information for the Municipal Retirement Systems Disability and Relief
Plans. That information may be obtained by writing to Public Employees Retirement
System, PERS Building, 429 Mississippi Street, Jackson, MS 39201-1005 or by calling
(601)359-3589 or 800-444-PERS. Based upon annual actuarial data provided by PERS,
the City levies a tax millage sufficient to fund the current obligations for retirement
payments and also provide the recommended amount to reduce the balance of the unfunded
employer liability. For the year ended September 30, 2003, the combined millage was 5.5
mills.

Current membership in the Citys Mississippi Municipa Retirement System is composed of
the following:

Active members 6
Retirees and beneficiaries 164
Total 170
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Participating employees who retire, regardless of age, with at least 20 years of credited
service are entitled to an annual retirement allowance, payable monthly in an amount equal
to 50% of their average monthly compensation plus an additional 1.7% for each year of
credited service in excess of 20 years with a maximum of 66 2/3% of average monthly
compensation. Average monthly compensation is the average for the last 6 months of
service. Certain death and disability benefits are also provided by these plans which are
governed by State statute and City ordinances.

The Annual Required Contribution (ARC)
(based on the valuation as of September 30, 2002)

Normal $ 39,483
Accrued liability 1,586,159
Total $ 1,625,642

Additional information as of September 30, 2002 follows.

Valuation date 9/30/02
Actuarial cost method entry age
Amortization method level dollar closed
Remaining amortization period 32 years
Asset valuation method 5 year smoothed market
Actuaria assumptions:

Investment rate of return* 8.00%

Projected salary increases* * 6.00%

* Includes price inflation at 3.75%

** Includes wage inflation at 4.00%

Cost of living adjustments 3% per year, not to exceed 30%, for each

year of retirement after 6/30/00, in addition
to any previously granted COLAs

During the year ended September 30, 2002, contributions totaling $2,751,384 ($2,710,779
employer and $40,605 employee) were made in accordance with contribution requirements
determined by an actuarial valuation of the system as of September 30, 2000. The
employer contributions consisted of $48,811 for normal cost and adminigtrative expenses
and $2,661,968 for amortization of the unfunded actuarial accrued liability.

During the year ended September 30, 2003, contributions totaling $2,714,876 ($2,684,734
employer and $30,142 employee) were made.
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Schedule of employer contributions:
Annual
Fiscal year Required Percentage
10-1/9-30 Contribution Contributed
1999-00 $ 1,528,671 131.7
2000-01 1,480,273 180.4
2001-02 1,729,519 156.7
2002-03 1,625,642 165.2

Net Pension Obligation (NPO) as of September 30, 2003 was zero.

Actuarial Accrued Liability (AAL) (inthousands)
Retirees and beneficiaries currently receiving benefits $ 22,837
Active members 3,123
Vested terminated members not yet receiving benefits 0
Total actuarial accrued liability 25,960

Less Actuaria value of assets 7,483

Unfunded Actuarial Accrued Liability $ 18,477

During the year ended September 30, 2002, the plan experienced a net change of $(132)
thousand inthe AAL. Of the change, $0 thousand was attributable to plan amendments and
$0 thousand was attributable to a change in actuarial assumption changes.

PERS Defined Benefit Pension Plan

All full-time City employees hired after June 30, 1987, participate in the Public Employees
Retirement System of Mississippi (PERS). Other City employees hired prior to July 1,
1987 may elect to participate in the retirement system under an option offered by PERS.

Plan Description: The City of Biloxi contributes to the Public Employees’ Retirement
System of Mississippi (PERS), a cost-sharing multiple-employer defined benefit pension
plan. PERS provides retirement and disability benefits, annual cost-of-living adjustments,
and death benefits to plan members and beneficiaries. Benefit provisions are established
by State law and may be amended only by the State of Mississippi Legislature. PERS
issues a publicly available financial report that includes financial statements and required
supplementary information. That information may be obtained by writing to Public
Employee Retirement System, PERS Building, 429 Mississippi Street, Jackson, MS
39201-1005 or by calling (601) 359-3589 or 1-800-444 PERS.
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Funding Policy: PERS members are required to contribute 7.25% of their annual covered
salary and City of Biloxi is required to contribute at an actuarially determined rate. The
current rate is 9.75% of annual covered payroll. The contribution requirements of PERS
members are established and may be amended only by the State of Mississippi Legislature.
The City of Biloxi’s contributionsto PERS for the years ending September 30, 2003, 2002,
and 2001 were $2,009,009 and $1,835,237, and $1,681,044, respectively.

Deferred Compensation Plan

The City also offers to its employees voluntary participation in a deferred compensation
plan created in accordance with Interna Revenue Code Section 457. The plan, Group
Flexible Fund Retirement Contracts, administered by Nationwide Retirement Solutions,
Inc., permits employeesto defer a portion of their salary until future years. All plan assets
are held in trust by Nationwide for the exclusive benefit of the participants and their
beneficiaries and not subject to the claims of the City’ s general creditors. Accordingly, the
assets and liabilities for the compensation deferred by plan participants is not reflected in
the City’ s financial statements. During the year ended September 30, 2003, contributions
by participants employed by the City totaled $245,078.

Community Development Block Grant Program

Status of Grants

The City of Biloxi is awarded an entitlement grant every year by the Department of
Housing and Urban Development Community Block Grant Program. The following
represents the status of the award of grant funds as of September 30, 2003:

Drawn Drawn
Prior to During
FYE FYE
Award 9/30/03 9/30/03 Balance

CDBG B-00-MC-28-0001 $ 747,000 $ 632,993 $ 114,007 $
CDBG B-01-MC-28-0001 773,000 773,000
CDBG B-02-MC-28-0001 763,000 89,459
CDBG B-03-MC-28-0001 598,000 673,541
Totals $ 2,881,000 $ 632,993 $ 976,466 598,000

$ 1271541

Water front Development

Through the use of certain Department of Housing & Urban Development (HUD) grants
and loans, the City has acquired and developed property commonly known as the Point
Cadet Waterfront Development Project. These federal grants and loans contain restrictions
which require that 6% of the income (such as rents), generated by these properties, be
restricted asto use for CDBG eligible activities only.
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The City of Biloxi has negotiated three leases with the Riverboat Corporation of
Mississippi who operates the "Isle of Capri Hotel and Casino" at the Point Cadet
Waterfront Development. A portion of the lease revenues are considered program income
under the CDBG and HUD Section 108 loan programs, and are restricted to use for such
eligible purposes. The initial lease (casino lease), dated August 1, 1992, calls for an initial
term of seven (7) years with seven additional five (5) year renewal options. Minimum
annual rentals are $500,000. Minimum annual rentals for each renewal option period are
adjusted by the Consumer Price Index. In addition to the minimum annual rentals, the
lease calls for an additional annual amount equal to three percent (3%) of the tenant's gross
annual revenues in excess of $25,000,000.

Another lease (hotel lease), dated April 13, 1994, calls for an initial term of twenty-five
(25) years with six additional ten (10) year renewal options and a final option period with a
termination date of December 31, 2085. Minimum annual rentals began at $404,000 and
are adjusted every five years by reference to the Consumer Price Index. In addition to the
minimum annual rentals, the lease calls for an additional amount equal to four percent (4%)
of the tenant’ s gross revenues.

A third lease (podium lease), dated August 15, 2002, calls for an initial term of forty (40)
years (although the tenant has the right to terminate on July 31, 2009, and on every fifth
anniversary of that date), with one additiona twenty-five (25) year renewal option. The
final period would terminate on August 14, 2067. Minimum rent is computed as a function
of the total annual minimum and percentage rent from the casino lease and hotel lease.
When coupled with four percent (4%) of the tenant’s gross revenues from the property
covered by the podium lease, the annual guaranteed rent is $2,733,000 plus one-third (1/3)
of all scheduled contingent increases. The guaranteed rent isto be adjusted every five years
by reference to the Consumer Price Index.

Mortgage L oans Receivable

Under the CDBG Program, the City of Biloxi makes installment mortgage loans to eligible
parties. These loans are secured by a deed of trust and have varying interest rates and
terms.

Mortgage loans receivable at September 30, 2003, consisted of the following:

Nixon Street home acquisition mortgages $ 15,748
Rental rehabilitation loans 41,109
Revolving Loan Program 150,670
Residential rehabilitation loans 5,642
Total deferred mortgage loans receivable $ 213,169
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J. Sdf-Insured Risk, Claimsand Other Contingencies
Asdescribed in Note 1 to the financial statements, the City has established a self-insurance
risk retention program administered through an internal service fund. The following is a
summary of the Citys insurance coverage and self-insured risk retention (SIR):

Property damage

Per occurrence deductible (SIR) $ 50,000

Specific excess coverage in force 30,000,000
Workers compensation

Per occurrence deductible (SIR) 300,000

Specific excess coverage in force Statutory
General and other liability coverage

Per occurrence deductible (SIR) $ 100,000

Specific excess coverage in force 500,000
Annual aggregate coverageto:

General liability 1,500,000

Law enforcement liability 1,500,000

Automobile liability No Limit
Health

Per individual deductible (SIR) 100,000

Annual aggregate risk of loss through deductibles 5,474,299

Specific excess coverage in force 1,000,000

The following is a summary of the Citys self-insurance reserves at September 30, 2003:

Property,
Liability &
Employee Workers
Medical Compen-
Claims sation Total
Total estimated liability and reserves —

October 1, 2001 $ 2,219,694 $ 1,798,310 $ 4,018,004
Claimsincurred and changes in estimates 3,538,986 543,121 4,082,107
Claims pad (2,799,883) (262,525) (3,062,408)
Total estimated liability and reserves —

September 30, 2002 $ 2,958,797 $ 2,078,906 $ 5,037,703
Claims incurred and changes in estimates 3,924,751 385,040 4,309,791
Claims paid (4,256,862) (257,373) (4,514,235)
Total estimated liability and reserves —

September 30, 2003 $ 2,626,686 $ 2,206,573 $ 4,833,259

The Citys reserves, including estimates for claims incurred but not reported, are developed
by the Citys third-party claims administrator. Administrative officials have reviewed the
reserve estimates and consider them fairly stated. Additionally, the liability has been
actuarially evaluated and found to be reasonable.
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The City is involved in various other legal matters arising during the normal course of
business activities. Management, after consulting legal counsel, is of the opinion that the
ultimate resolution of these matters will not have a material adverse effect on the financial
condition of the City.

. Related Party Commitments

Joint Venture

The City of Biloxi is a member of the Harrison County Wastewater and Solid Waste
Management District (District) which was established by an act of the Mississippi
Legidature to provide for adequate wastewater treatment and solid waste digposal services
to the citizens of Harrison County, Mississippi. The governing board is comprised of one
member from each of the cities and county who are members of the District. Through a
fifty-year contract, the City of Biloxi is obligated to pay monthly, its pro-rata share of all
operating, administrative, and capital costs of the Didrict. Additionally, the City is jointly
and severally liable for all of the liabilities of the Digrict. The Digtrict is classified as a
joint venture between the City of Biloxi and the other members. The following is a
synopsis of the Districts financial statements as of and for the year ended September 30,
2003, a complete copy of which ison file at the administrative offices of the District.

Harrison County Wastewater and Solid Waste Management District Synopsis

Balance Sheet
Assets

Current assets $ 2,393,594
Restricted assets 43,806,530
Property, plant and equipment 78,531,864
Deferred charges 4,109,005
Total assets $ 128,840,993
Liabilities& Fund Equity
Liabilities

Current, unrestricted $ 2,386,258

Current, restricted 6,043,693

Long-term liabilities 123,259,285

Total liabilities 131,689,236
Fund equity (2,848,243)
Total liabilities and fund equity $ 128,840,993
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Statement of Revenues and Expenses

Operating revenues $ 14,489,768
Operating expenses (14,441,155)
Depreciation and amortization (4,394,920)
Non-operating revenues (expenses) 2,013,760
Net income (l0ss) $ (2,332,547)

The following financial information concerning transactions with the District have been
included in the City of Biloxis financial statements under the following captions:

General Fund
Statement of revenues, expenditures and changes in fund balance:
Public works expenditures:

Other services and charges (solid waste charges) $ 1,956,064
Water and Sewer Enterprise Fund
Balance sheet:
Prepaid contractual services $ 307,827

Statement of revenues, expenses and changes in retained earnings.
Operating expenses.
Contracted services (wastewater treatment) $ 4,824,022

Jointly Governed Organizations

Harrison County Library System — On May 18, 1976, the City entered into an agreement
with the Board of Trustees of the Biloxi Public Library, the City of Gulfport, the Board of
Supervisors of Harrison County, the Board of Trustees of the Gulfport-Harrison County
Library, the City of Pass Christian, and the Board of Trustees of the Pass Christian Public
Library to mutually cooperate in securing a more economical public library system through
combined resources, interests, materials and facilities to be known as the Harrison County
Library System. There are no specific monetary terms in the agreement and the City of
Biloxi has no equity interest in the organization. However, a budget is approved every year
by the County Library Board, which stipulates the amount of funds needed from the
participating municipalities and various other funding sources. The City of Biloxi
contributed $785,000 for the year ended September 30, 2003. The amount budgeted for the
City of Biloxi for the fiscal year ended September 30, 2004 is $785,000. This agreement is
cancelable upon 60 days written notice prior to the end of the fiscal year and therefore, the
City of Biloxi does not have an ongoing financial responsibility.

Gulfport-Biloxi Regional Airport Authority — The Gulfport-Biloxi Regional Airport
Authority was chartered on August 25, 1977, and assumed control of the Airport on
October 1, 1977. The Authority is comprised of one appointee each from the local
governmental units of the City of Gulfport, the City of Biloxi, and Harrison County.
These governmental units have agreed to subsidize the Airport annually. During the past
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fiscal year, the City of Biloxi provided $115,000 to the Gulfport-Biloxi Regional Airport in
order to assig in the operation of the facility. The City has budgeted $115,000 for the
2003-2004 fiscal year. The City of Biloxi has no equity interest in the organization.

. Other Commitments

Water System Operation and Maintenance — On November 1, 1990, the City entered
into a service contract with ECO Resources, Inc., to provide maintenance and other
services necessary for the proper operation of the Citys water facilities. ECO is
responsible for al labor, chemicals, parts, supplies, and capital repairs required to maintain
the water distribution system. The contract was amended to include meter reading, billing
and collection services.

On October 1, 1998, the City entered into a service contract with ECO Resources, Inc., that
suspended the original contract dated November 1, 1990, and all subsequent amendments.
The contract was amended in 1999 to include additional costs of implementing a Cross
Connection Control Program as required by the Mississippi State Department of Health.
This contract expired September 30, 2003.

Property L eases

On August 15, 2002, the City of Biloxi entered into the Point Cadet Compromise and
Settlement Agreement with the State Ingtitutions of Higher Learning (IHL) and the
Secretary of State on behalf of the State of Mississippi, and the Isle of Capri. The purpose
of the agreement was to resolve public trust tidelands issues affecting the Point Cadet
Waterfront Development property. In lieu of the December 2, 1985, lease with the Board
of Trustees of State Ingtitutions of Higher Learning, this agreement provides that the City
has an undivided one third interest in the entire Point Cadet Development site. The first
$2,733,000 of revenue from this property each year is received by the City of Biloxi. All
additional annua revenue which exceeds $2,733,000 is alocated by thirds to the City of
Biloxi, IHL, and the State Tidelands Trust Fund.

The two tidelands lease agreements with the State of Mississippi dated July 15, 1988,

continue in effect until June 30, 2018. Lease payments under those leases are now
established at $500,000 per year, but the Isle of Capri is obligated to make those payments.
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Capital Projects

In connection with the Capital Projects Funds, the City has budgeted certain commitments
for engineering services, construction and other capital project costs. The projects are to be
funded, in part, with State and Federal grants. The remainder of the required funds will be
generated by local sources. The following is a summary of the budgeted commitment for
capital projects at September 30, 2003:

Total commitment for general Capital Projects $ 54,328,459
Funding sources.
Federal and State Grants $ 6,693,431
Bond Funds 25,794,899
General Fund surplus and other future
sources of funds to be provided 21,840,129
Total fund sources $ 54,328,459

Matching Funds— USM Advanced Education Center

In 1997, the City pledged its support and agreed to participate with the county and other
cities in funding the local matching contribution for the construction of the Advanced
Education Center at the USM Gulf Park campus. The City’ s 20.5% portion of the annual
debt service for the $2,000,000 in bonds issued by Harrison County will be approximately
$40,000 annually through September 2016.

. Subsequent Events

On December 1, 2003, the City of Biloxi issued $9.8 million of General Obligation Bonds
for the purposes of constructing or purchasing municipal buildings and land and for
repairing, improving, adorning and equipping the same.

. Prior Period Adjustments
Prior period adjustments have been made to fund balance or retained earnings of the
following funds:

Community
Development Water and
General Fund Block Grant Sewer Fund

Fund balance/retained earnings as

previously reported, September

30, 2002 $ 35637274  $ 4,033 $ 37,003,176
Book unrecorded water and sewer

assets in donated subdivisions 7,514,071
Reclassify certain deferred revenue

items to fund balance 55,342 278,086
Fund balance/retained earnings as

restated, October 1, 2002 $ 35692616 $ 282,119 $ 44,517,247
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Disability and Retirement Plans

Schedule of Funding Progress

($ Thousands)
(6)
2 Unfunded
Actuarial AAL asa
@ Accrued 3 4 Percentage
Actuarial Liability Percent Unfunded Annual of Covered
Plan Value of (AAL) Funded AAL Covered Payroll
Year Ended Assets Entry Age @) /(2 2-(1) Payroll (4)/(5)
9/30/93 $ 621 $ 17,074 36%0 $ 16453 $ 940 1,750.3%
9/30/94 929 17,575 5.3 16,646 918 1,813.3
9/30/95 1,278 19,217 6.7 17,939 854 2,100.6
9/30/96 1,831 18,859 9.7 17,028 809 2,104.8
9/30/97 2,684 19,504 13.8 16,820 862 1,951.3
9/30/98 3,787 21,561 17.6 17,774 785 2,264.2
9/30/99 4,474 21,854 20.5 17,380 613 2,835.2
9/30/00 5,207 21,913 23.8 16,706 615 2,716.4
9/30/01 6,379 26,092 244 19,713 469 4,203.2
9/30/02 7,483 25,960 28.8 18,477 364 5,076.1
Schedule of Employer Contributions
Fiscal Year Valuation Date Annual Required Percentage
10-1/9-30 9-30 Contribution Contributed
1993-94 1993 $ 1,480,325 96.5%
1994-95 1994 1,490,850 97.2
1995-96 1995 1,604,949 107.4
1996-97 1996 1,515,530 128.9
1997-98 1997 1,488,764 130.1
1998-99 1998 1,573,193 120.4
1999-00 1999 1,528,671 131.7
2000-01 2000 1,480,273 180.4
2001-02 2001 1,729,519 157.4
2002-03 2002 1,625,642 165.2
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Assets

Cash
Investments
Receivables:
Taxes
Other
M ortgage loans receivable
Land inventory
Total assets

Liabilities & Fund Balance

Liabilities
Accounts payable
Dueto other funds
Total liabilities

Fund balance
Reserved for:
Endowment, expendable
Loans receivable
Land inventory
Unreserved reported in:
Special revenues
Capital projects
Total fund balances

Total liabilities & fund balance

~
aN

City of Biloxi, M ississippi
Combining Balance Sheet
Non-M ajor Governmental Funds
September 30, 2003

Specia Revenue

Capital Projects

Community Employ ees' 1999 TIF
Development Fire& Police  Employees' Sate City Generd Obligation Public Improvement Capita
Block Disability & Disability & Unemployment Bicentennial 2002 1998 2000 Projects
Grant Relief Fund Relief Fund Fund Trust Fund Bond Fund Bond Fund Bond Fund Bond Fund Total
$ 127,185 % $ $ 528348 % 24689 $ $ $ $ $ 680,222
4,788,308 194,183 188,004 31 5,170,526
50,284 38,643 88,927
1,722 1,722
213,169 213,169
64,917 64,917
$ 406,993 $ 50,284 $ 38643 $ 528348 % 24689 $4,783308 $ 194183 $ 183,004 $ 31 $ 6,219,483
$ 71,028 $ 50,284 $ 38643 $ $ $ $ $ $ $ 159,955
7,608 39 7,647
71,028 50,284 38,643 7,608 39 167,602
24,689 24,689
213,169 213,169
64,917 64,917
57,879 528,348 586,227
4,780,700 194,183 188,004 (8) 5,162,879
335,965 528,348 24,689 4,780,700 194,183 188,004 (8) 6,051,881
$ 406,993 $ 50,284 $ 38643 $ 528348 % 24689 $ 4,783308 $ 194183 $ 188,004 $ 31 $ 6,219,483

See Independent Auditors’ Repor



City of Biloxi, M ississippi
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Non-M ajor Governmental Funds
For the Year Ended Septenmber 30, 2003

Soecia Revenue Capital Projects
Community Employees 1999 TIF
Development Fire& Police  Employees Sate City General Obligation Public Improvement Capital
Block Disahility & Disability & Unemployment Bicentennia 2002 1998 2000 Projects
Grant Relief Fund Relief Fund Fund Trust Fund Bond Fund Bond Fund Bond Fund Bond Fund Tota

Revenues

Advaorem taxes $ $1517,585  $1,167,150 $ $ $ $ $ $ $ 2,684,735

Intergovernmental 976,466 976,466

Other income 283,457 11,030 497 26,756 1,778 4,234 12,881 340,633

Total revenues 1,259,923 1,517,585 1,167,150 11,030 497 26,756 1,778 4,234 12,881 4,001,834
Expenditures

Community Development 1,206,077 1,206,077

Benefit payments 1,517,585 1,167,150 7,087 2,691,822

Total expenditures 1,206,077 1,517,585 1,167,150 7,087 3,897,899
Excess of revenues over

expenditures 53,846 3,943 497 26,756 1,778 4,234 12,881 103,935
Other financing sources (uses)

Bond proceeds 6,000,000 6,000,000

Bond issue cost (82,720) (82,720)

Operating transfers out (1,163,336) (15,719) (485,475) (2,353,114) (4,017,644)

Total other financing sources

uses 4,753,944 (15,719) (485,475) (2,353,114) 1,899,636

Excess (deficiency) of revenues

and other sources over

expendituresand other uses 53,846 3,943 497 4,780,700 (13,941) (481,241) (2,340,233) 2,003,571
Fund balance, beginning of year

asredated 282,119 524,405 24,192 208,124 669,245 2,340,225 4,048,310
Fund balance, end of year $ 335965 $ $ $ 528348 $ 24689 $4,780,700 $ 194,183 $ 188,004 $ (8) $ 6,051,881

See Independent Auditors’ Report.
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City of Biloxi, M ississippi

Combining Statement of Net Assets

Internal Service Funds
(for sdif-insured risks)
September 30, 2003

Liability,
Property Employee Gaming
& Workers Medical Revenue
Assets Comp. Claims [ nterruption Total
Restricted assets
Cash $ 1368909 $ 2626686 $ 700000 $ 469559
Due from other City funds 837,664 837,664
Total restricted assets $ 2206573 $ 2626686 $ 700000 $ 5533259
Liabilities & Net Assets
Liabilities payable from restricted
assets
Claims contingency payable $ 2206573 $ 2,626,686 $ 4,833,259
Net assets
Unrestricted 700,000 700,000
Total liabilities and net assets $ 2206573 $ 2626686 $ 700000 $ 5533259

See Independent Auditors Report.
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City of Biloxi, M ississippi

Combining Statement of Revenues, Expenses and Changes in Net Assets

I nternal Service Funds

(for sdif-insured risks)

For the Year Ended September 30, 2003

Liability,
Property Employee Gaming
& Workers Medical Revenue
Comp. Claims I nterruption Total
Operating revenues
Charges for services, insurance
billings $ 2167197 $ 4266843 $ 700000 $ 7,134,040
COBRA contributions 52,055 52,055

Total operating revenue $ 2167197 $ 4318898 $ 700000 $ 7,186,095

Operating expenses

Insurance and reinsurance $ 1419080 $ 213156 % $ 1,632,236
Claims expense 748,117 4,105,742 4,853,859
Total operating expenses 2,167,197 4,318,898 6,486,095
Operating income 700,000 700,000
Fund balance, beginning
Fund balance, ending $ $ $ 700000 $ 700,000

See Independent Auditors Report.
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City of Biloxi, M ississippi
Combining Statement of Cash Flows
Internal Service Funds
(for seif-insured risks)

For the Year Ended September 30, 2003

Liability,
Property Employee Gaming
& Workers Medical Revenue
Comp. Claims I nterruption Total
Cash flows from operating activities
Receipts from customers $ 2167197 $ 4318898 $ 700000 $ 7,186,095
Payments to suppliers (2,039,530 (4,651,010) (6,690,540)
Net cash provided by (used in)
operating activities 127,667 (332,112) 700,000 495,555
Cash flows from non-capital
financing activities
L oans to other funds (738,036) (738,036)
Net increase (decrease) in cash and
cash equivalents (610,369) (332112 700,000 (242481)
Cash and cash equivalents, beginning
of period 1,979,279 2,958,797 4,938,076
Cash and cash equivalents, end
of period $ 1368910 $ 2626685 $ 700000 $ 4695595

See Independent Auditors Report.
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City of Biloxi, M ississippi
Schedule of Revenues, Expenditures, and Changes in Fund Balance
Budget and Actual - Budget Basis
Community Development Block Grant
For the Year Ended September 30, 2003

V ariance
Positive
Actual Budget (Negative)
Revenues
| ntergovernmental $ 976466 $ 1657430 $ (680,964)
Other income 283,620 29,777 253,843
Totd revenues 1,260,086 1,687,207 (427,121)
Expenditures
Community Development 1,206,078 1,687,277 481,199
Excess (deficiency) of revenues over
expenditures 54,008 (70) 54,078
Fund balances, begnning of year 2,149 2,149
Fund balances, end of year $ 56,157 $ 2079 $ 54,078

See Independent Auditors Report.



City of Biloxi, M ississippi
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual - Budget Basis
Disability & Relief Funds
For the Year Ended September 30, 2003

Fireand Police  Employees' Variance
Disability & Disability & Positive
Relief Fund Rdief Fund Totd Budget (Negtive)
Revenues
Ad vdorem taxes $ 1477948 $ 1136689 $ 2614637 $ 2522584 $ 92,053
Expenditures
Benefit pay ments 1,477,948 1,136,689 2,614,637 2,522,584 (92,053)
Excess of revenues over expenditures
Fund badances, beginning of year
Fund balances, end of year $ $ $ $ $

See Independent Auditors Report.
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City of Biloxi, M ississippi

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual - Budget Basis

Debt Service Fund

For the Year Ended September 30, 2003

Revenues
Ad vaorem taxes
| ntergovernmental
Other income
Total revenues

Expenditures
Principal retirement
I nterest expense
Paying agents fees
Total expenditures

Excess (deficiency) of revenues over
expenditures

Other financing sources
Operating transfers in

Excess (deficiency) of revenues and other
financing sources over expenditures

Fund balances, begnning of year

Fund balances, end of year

Variance

Positive

Actual Budget (Negetive)
$ 4,617,819 $ 4991,370 $ (373,551)
1,113,066 1,231,208 (118,142)
54,675 50,600 4,075
5,785,560 6,273,178 (487,618)
2,641,116 3,421,274 780,158
1,665,236 3,005,218 1,339,982
18,396 34,000 15,604
4,324,748 6,460,492 2,135,744
1,460,812 (187,314) 1,648,126
1,504 1,504
1,462,316 (187,314) 1,649,630

3,377,678 3,377,678

$ 4839994 $ 3,190,364 $ 1,649,630

See Independent Auditors Report.
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City of Biloxi, M ississippi

Budget and Actual - Budget Basis
Capital Projects Funds
For the Year Ended September 30, 2003

General 1999 TIF 2002 TIF
Capital General Obligation Public Improvement Capital Capital Variance
Projects 2002 1998 2000 Projects Projects Postive
Fund Bond Fund Bond Fund Bond Fund Bond Fund Bond Fund Total Budget (Negative)
Revenues
Intergovernmental $ 772,466 $ $ $ $ $ 772,466 $ 3,632,521 $ (2,860,055)
Other income 26,756 1,778 4,234 12,881 81,796 127,445 47,000 80,445
Total revenues 772,466 26,756 1,778 4,234 12,881 81,796 899,911 3,679,521 (2,779,610)
Expenditures
Capital projects 26,637,807 82,720 678,170 27,398,697 62,281,812 34,883,115
Excess (deficiency) of revenues
over expenditures (25,865,341) (55,964) 1,778 4,234 12,881 (596,374)  (26,498,786)  (58,602,291) 32,103,505
Other financing sources (uses)
Bond proceeds 6,000,000 23,000,000 29,000,000 29,000,000
Operating transfersin 25,225,367 25,225,367 57,911,120 (32,685,753)
Operating transfers out (1,163,336) (25,781) (564,704) (2,353,114) (8,507,375)  (12,614,310) (28,277,323) 15,663,013
Total other financing sources (uses) 25,225,367 4,836,664 (25,781) (564,704) (2,353,114) 14,492,625 41,611,057 58,633,797 (17,022,740)
Excess (deficiency) of revenues and other
sources over expendtures and other uses (639,974) 4,780,700 (24,003) (560,470) (2,340,233) 13,896,251 15,112,271 31,506 15,080,765
Fund balances, beginning of year 218,186 748,474 2,340,225 (2,457,945) 848,940 848,940
Fund balances, end of year $ (639,974) $ 4,780,700 $ 194,183 $ 188,004 $ (8) $11,438,306 $15,961,211 $ 880,446 $15,080,765

See Independent Auditors Report.



City of Biloxi, M ississippi
Schedule of Revenues and Expenses Compared to Budget
Water and Sewer Fund
For the Year Ended September 30, 2003

Variance
Positive
Actual Budget (Negative)

Revenues

Charges for services:

Water and sewer charges $ 8,771,413 $ 7,641,000 $ 1,130,413
K eeder Air Force Base, sewer 491,130 600,000 (108,870)

| nterest income 118,965 330,000 (211,035)

Other income 5,272 5,272

Totd revenues 9,386,780 8,571,000 815,780
Expenses

Personal services 356,024 714,983 358,959

Contracted services 7,257,933 7,554,858 296,925

Other services and charges 1,305,565 1,781,210 475,645

Bond principa 110,282 110,416 134

| nterest expense 66,335 66,429 94

Transfers out 422,613 549,137 126,524

Totd expenses 9,518,752 10,777,033 1,258,281
Excess (deficiency) of revenues

over expenses $ (131,972) $(2,206,033) $ 2,074,061

See Independent Auditors Report.
85



Revenues
Charges for services, insurance
billings
COBRA cortributions
Total revenues

Expenses
I nsurance and reinsurance
Claims expense
Total expenses

Excess of revenues over expenditures

Other financing sources
Operating trandfers in

Excess of revenues and other sources
over expenditures
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Schedule of Revenues and Expenses Compared to Budget
Internal Service Funds
(for self-insured risks)
For the Year Ended September 30, 2003

Liability,

Property Employee Gaming Variance
& Workers Medical Revenue Postive
Comp. Claims | nterruption Total Budget (Negative)
$2,167,197 $4,266,843 $6,434,040 $5,586,832 $ 847,208
52,055 52,055 48,000 4,055

2,167,197 4,318,898 6,486,095 5,634,832 851,263
1,419,080 213,155 1,632,235 1,584,332 (47,903)
748,117 4,105,743 4,853,860 4,050,500 (803,360)
2,167,197 4,318,898 6,486,095 5,634,832 (851,263)
700,000 700,000 700,000 -

$ - $ - $ 700,000 $ 700,000 $ 700,000 $ -

See | ndependent Auditors Report.



City of Biloxi, M ississippi
Schedule of Reconciliation of Original Ad Valorem
Tax Rolls to Fund Collections

For the Year Ended September 30, 2003

Assessments
Property taxes:
City and school purposes
City purposes only
Personal, other than auto:
City and school purposes
City purposes only
Public Utility assessment:
City and school purposes
City purposes only
Personal, auto:
City and school purposes
City purposes only
Total
Less:
Over 65 homestead and Social Security
Disability reimbursements
Regular homestead tax allowances
Central Business District and Historical
Preservation credits
Add:
Over 65 Homestead and Social Security
Disability reimbursement
Unaccrued prior year tax collections
Penalties and interest on delinquent taxes
Total to account for
Actual collections allocated to
General Fund
Debt Service Fund
Disability and Relief Funds
School Funds
Total
Uncollected taxes and other

Total accounted for

See Independent Auditors Report.

Assessed
Value

Rate

Tax

$ 341,823,523
22,026,591

88,141,965
1,417,885

20,925,834
1,901,146

40,608,882
7,675,416

65.28
30.10

65.28
30.10

65.28
30.10

65.28
30.10

$ 22,314,240
663,000

5,753,908
42,678

1,366,038
57,225

2,650,948
231,030

33,079,067
(1,234,171)
(492,160)
(363)
519,821

1,043,193
391,212

33,306,599

9,106,855
4,703,207
2,684,735
16,643,783

33,138,580
168,019

$ 33,306,599
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Governmental Funds

General Fund
Money Market Fund

Debt Service Funds
Money Market Fund

Capital Projects Funds

GOPI 1998 Bond Fund:

Money Market Fund
GOPI 2000 Bond Fund
Money Market Fund
GOPI 2000 Bond Fund
Money Market Fund

City of Biloxi, M ississippi

Schedule of I nvestments — All Funds
September 30, 2003

1999 TIF Capital Projects Bond Fund

Money Market Fund

2002 TIF Capital Projects Bond Fund

Money Market Fund

Total investments,
governmental funds

Purchase Maturity Reported Fair
Yield Date Date A mount V alue
0.59% various N/A $ 16631 $ 16,631
0.59% various N/A 1,570,281 1,570,281
0.59% various N/A 194,183 194,183
0.59% various N/A 188,004 188,004
0.59% various N/A 4,788,308 4,788,308
0.59% various N/A 31 31
0.59% various N/A 11,601,645 11,601,645
$ 18,359,083 $ 18,359,083

See Independent Auditors' Report
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General Obligation Bonds and Notes
Generd Obligation Bonds of 1988 - A
Generd Obligation Bonds of 1988 - D
Generd Obligation Bonds of 1989 - A
Refunding Bond of 1995
GOPI 1998
GOPI 2000
Airport Generd Obligation Bonds, 2000

Mississippi Development Bank promissory note

Generd Obligation Bonds of 2002
Total General Obligation Bonds and Notes

Limited Obligation Bonds and Notes
Tax Increment Financing, 1999
M ississippi Development Authority Loan
Tax Increment Financing, 2002
Total Limited Obligation Bonds and Notes

Totd general long-term debt
Proprietary Funds Debt
City of Biloxi, water and sewer pollution

control loans

Totds
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City of Biloxi, M ississippi
Schedule of Long-Term Debt
September 30, 2003

Baance Bdance Requirements Year Ended
Date Original October 1, New September 30, September 30, 2004

Issued Issue 2002 Issues Retirements 2003 Principal Interest
06/01/88 $ 1,200,000 $ 525000 $ $ 75000 $ 450,000 $ 90,000 $ 34,110
12/01/88 750,000 415,000 45,000 370,000 50,000 25,650
02/15/89 750,000 415,000 45,000 370,000 50,000 24,150
11/01/95 4,135,000 2,915,000 575,000 2,340,000 615,000 104,363
12/22/98 10,000,000 8,500,000 545,000 7,955,000 570,000 317,666
05/01/00 6,500,000 5,475,000 560,000 4,915,000 590,000 245,525
05/01/00 1,000,000 845,000 85,000 760,000 90,000 38,831
01/04/01 3,025,000 2,646,865 302,508 2,344,357 302,508 121,314
12/01/02 6,000,000 6,000,000 6,000,000 180,000 417,289
21,736,865 6,000,000 2,232,508 25,504,357 2,537,508 1,328,898
10/01/99 12,000,000 11,280,000 390,000 10,890,000 410,000 663,115
11/01/01 500,000 500,000 18,608 481,392 19,166 14,442
11/01/02 23,000,000 23,000,000 23,000,000 695,000 988,283
11,780,000 23,000,000 408,608 34,371,392 1,124,166 1,665,840
33,516,865 29,000,000 2,641,116 59,875,749 3,661,674 2,994,738
1981-2001 2,685,427 1,970,978 110,510 1,860,468 114,298 62,537
$ 35487,843 $29,000,000 $2,751,626 $ 61,736,217 $ 3,775972 $ 3,057,275

See I ndependent Auditors' Report.



City of Biloxi, M ississippi
Schedule of Surety Bonds for M unicipal Officials
And Other M unicipal Employees

Name Pasition Company Bond

A. J. Holloway Mayor Fidelity and Deposit $ 100,000
Company of Maryland

Jim Compton Councilman Fidelity and Deposit 100,000
Company of Maryland

Eric Dickey Councilman Fidelity and Deposit 100,000
Company of Maryland

George Lawrence Councilman Fidelity and Deposit 100,000
Company of Maryland

Mike Fitzpatrick Councilman Fidelity and Deposit 100,000
Company of Maryland

David Fayard Councilman Fidelity and Deposit 100,000
Company of Maryland

Charles Harrison Councilman Fidelity and Deposit 100,000
Company of Maryland

Tom Wall Councilman Fidelity and Deposit 100,000
Company of Maryland

William L. Lanham Deputy Clerk Fidelity and Deposit 50,000
Company of Maryland

Brenda Johnston City Clerk/ Fidelity and Deposit 50,000
Tax Collector Company of Maryland

Ann B. Kriss Court Clerk Fidelity and Deposit 10,000
Company of Maryland

W. Eugene Henry Municipal Judge Fidelity and Deposit 25,000
Company of Maryland

William Tisdale Municipal Judge Fidelity and Deposit 25,000

Company of Maryland

Note —n addition to the Surety Bond Coverage detailed above, all employees are covered under

a $100,000 Honesty Blanket Bond.

See I ndependent Auditors Repor
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General Governmental Expenditures by Function —

Expenditure function
General government
Parks and recreation
Public safety
Public works
Community development
Non-departmental
Retirement contribution
Capital outlay
Debt service:

Principal
Interest
Totals

Revenue Source
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines
Other

City of Biloxi, M ississippi

(All Governmental Funds)

Last Ten Fiscal Years

FYE FYE FYE FYE
09/30/03 09/30/02 09/30/01 09/30/00
$ 4,021,258 $ 4159184 $ 3886516 $ 3236454
4,323,630 4254332 3,839,485 3,161,109
22,412,569 22,203,686 20,080,649 19,160,996
8,114,028 7,639,287 7,506,841 7,292,767
2,922,240 3,777,394 2,944,613 5,234,303
6,180,177 4,816,858 4,155,396 4,100,494
2,691,822 2,728111 2,690,011 2,003,334
28,648,825 18,041,127 17,726,160 27,508,751
2,641,116 2,627,508 5,389,627 2,679,648
1,689,836 1,821 497 2,026,245 1,151,844
$ 83,645,501 $ 72,068,984 $ 70,245,543 $ 75529,700
City of Biloxi, M ississippi
General Revenues by Source — Last Ten Fiscal Years
(All Governmental Funds)
FYE FYE FYE FYE
09/30/03 09/30/02 09/30/01 09/30/00
$ 16,494,797 $ 15788474 $ 15570922 $ 15,129,168
3,661,074 3,320,782 3,403,789 3,116,426
37,250,012 36,101,336 37,451,946 35,644,640
1,129,740 1,213,723 1,174,942 962,833
1,180,109 1,133,113 1,387,709 1,367,677
4,908,527 4,780,680 7,069,911 7,603,962
$ 64,624,259 $ 62,338,108 $ 66,059,219 $ 63,824,706

Totals




FYE FYE FYE FYE FYE FYE
09/30/99 09/30/98 09/30/97 09/30/96 09/30/95 09/30/94

$ 3240314 $ 2,973,058 $ 3,087,628 $ 3123473 $ 2625516 $ 1974334

2,762,056 2,267,951 2177271 2,027,528 1,897,458 1,640,803
15,399,824 13,822,490 12,358,991 12,345,098 10,391,089 8,462,882
6,876,835 5,464,126 5,240,023 4,711,159 4,869,208 3,667,121
5,785,890 5,779,560 4,540,654 4,753,255 6,268,157 3,755,865
3,424,797 1,768,632 1,409,370 1,074,229 805,596 735,014
1,935,661 1,975,410 1,963,354 1,724,506 1458,373 1,285,433
9,706,179 6,804,730 5,978,367 4,627,764 3,419,094 2,996,140
1,654,079 2,480,119 2,485,045 2,521,305 2,704,944 2,390,267
647,055 816,293 985,567 1212325 1,342,382 1,468,746

$ 51432690 $ 44,152,369 $ 40,226,270 $ 38,120,642 $ 35781817 $ 28,376,605

FYE FYE FYE FYE FYE FYE
09/30/99 09/30/98 09/30/97 09/30/96 09/30/95 09/30/94

$ 14235254 $ 14,319,944 $ 14,416,033 $ 13,452,688 $ 12,316,995 $ 11,092,816

2,848,885 2,589,044 2,942,327 2,333,102 2,310,856 2,265,091
32,124,722 24,767,498 22,894,848 21,965,225 20,605,718 20,849,929
944,151 891,662 724,323 748,409 980,820 662,284
1,227,526 989477 1,212,835 1,322,732 1,026,490 708,884
9,467,551 5,405,523 4,138,035 4,286,213 4,606,248 3,246,768

$ 60,848,089 $ 48,963,148 $ 46,328,401 $ 44,108,369 $ 41847127 $ 38,825,772
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City of Biloxi, M ississippi
Property Tax Levies and Collections — Last Ten Fiscal years

FYE FYE FYE FYE
09/30/03 09/30/02 09/30/01 09/30/00
Gross tax levy before exemptions $ 33,079,067 $ 31,039,994 $ 30,181,505 $ 25,909,370
Add special H/S exemption reimbursement 519,821 512,002 525,651 524,557
Add penalties and interest 391,212 344,764 277,091 293,964
Deduct special homestead exemption (1,234,171) (1,143,558) (979,035) (1,150,864)
Deduct regular homestead exemption (492,523) (483,527) (409,214) (362,694)
Total Tax Levy 32,263,406 30,269,675 29,595,998 25,214,333
Current tax collections 32,095,387 29,505,708 28,845,271 25,192,231
Percent of current taxes collected 99.48% 97.48% 97.46% 99.91%
Delinquent tax collections 1,043,193 446,975 522,664 221,892
Total tax collected 33,138,580 29,952,683 29,367,935 25,414,123
Ratio of tax collected to taxlevied 102.71% 98.95% 99.23% 100.79%
Outstanding delinquent taxes 168,019 763,967 750,727 22,102
Ratio of delinquent taxto total levy 0.52% 2.52% 2.54% 0.09%
FYE FYE FYE FYE
09/30/03 09/30/02 09/30/01 09/30/00
Tax Levwy Millage
Taxyear 2002 2001 2000 1999
City Funds
General Fund 15.65 15.65 15.35 26.61
Garbage collection/disposal 225 2.25 255 4.00
Pension Funds 5.50 5.50 550 7.00
Debt Service Fund 6.70 6.70 6.70 8.60
Totals for City purposes 30.10 30.10 30.10 46.21
School Funds
District maintenance 30.84 26.00 25.50 35.00
Minimum program 1.09 1.09 1.50
School debt 4.34 4.34 4.34 2.60
Totals for School purposes 35.18 3143 30.93 39.10

Totals City and School 65.28 61.53 61.03 85.31




FYE
09/30/99

FYE
09/30/98

FYE
09/30/97

FYE
09/30/9%6

FYE FYE
09/30/95 09/30/94

$ 23665151 $ 23444114 $ 23121088 $ 23355834 $ 20,257,317 $ 17,640,409

524,455 527,765 523,981 524,087 513,414 508,839
226,451 247 405 167,093 156,729 153,033 101,979
(1,131,455) (1,178,118) (1,186,046) (1,207,603) (1,181,870) (1,177,141)
(360,220) (359,653) (359,850) (359,001) (352,917) (337,92
22,924,382 22,681,513 22,266,266 22,470,006 19,388,977 16,736,154
22,911,971 22,256,417 21,722,026 20,313,231 18,543,516 16,597,897
99.95% 98.13% 97.56% 90.40% 95.64% 99.17%
386,089 218,831 784,493 87,713 108,453 14,243
23,298,060 22,475,248 22,506,519 20,400,944 18,651,969 16,583,654
101.63% 99.09% 101.08% 90.79% 96.20% 99.09%
12,411 425,09 544,240 2,156,775 845,461 138,257
0.05% 1.87% 2.40% 9.60% 4.36% 0.83%
FYE FYE FYE FYE FYE FYE
09/30/99 09/30/98 09/30/97 00/30/% 09/30/95 09/30/94
1998 1997 19% 1995 1994 1993
2761 30.86 30.86 33.66 2.0 31.02
4.00 4.00 4.00 4.00
7.00 8.00 8.00 8.00 750 7.50
9.10 10.10 11.85 12.65 18.04 2054
4771 52.96 54.71 58.31 57.56 59.06
3350 33.00 33.00 33.00 33.00 33.00
1.50 2.00 2.00 2.00 2.00 2.00
2.60 2.60 235 275 3.50 4.00
37.60 37.60 37.35 37.75 38.50 39.00
85.31 90.56 R2.06 96.06 96.06 98.06
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City of Biloxi, M ississippi
Assessed and Actual Value of Taxable Property — Last Ten Fiscal years

Real Property (1) Personal Property

Fisca Year Assessed Actual Assessed Actual
Ended Vaue Vaue Value Value
2003 $ 363,850,114 $ 2,659,723,056 $ 89,559,850 $ 597,065,667
2002 364,674,681 2,665,750,592 86,133,392 574,222,613
2001 (2 357,382,870 2,612,447,880 84,626,942 564,179,613
2000 171,458,879 1,253,354,379 70,078,864 467,192,427
1999 156,364,784 1,143,017,427 65,850,585 439,003,900
1998 145,958,532 1,066,948,333 62,375,669 415,837,793
1997 143,212,567 1,046,875,490 60,122,266 400,815,107
1996 133,742,569 977,650,358 64,387,269 429,248,460
1995 120,177,909 878,493,487 48,821,576 325,477,173
1994 117,506,601 858,966,382 23,024,097 153,493,980

City of Biloxi, M ississippi
Property Tax Rates — All Overlapping Governments — Last Ten Fiscal Years

City of Biloxi Harrison
Fiscal Year Operating Debt Operating
Ended Tax Year Millage Service Total Millage
2003 2002 2340 6.70 30.10 3P0
2002 2001 2340 6.70 30.10 345
2001 2000 2340 6.70 30.10 32.80
2000 1999 3761 8.60 46.21 40.06
1999 1998 3861 9.10 47.71 41.32
1998 1997 42.86 10.10 52.96 41.42
1997 1996 42.86 11.85 54.71 40.42
1996 1995 45.66 12.65 58.31 38.93
1995 1994 39.52 1804 57.56 38.90

194 1993 38.52 204 59.06 3B.90



Utilities Automobiles Total

Ratio of
Assessed Actud Assessed Actud Assessed Actual Assessed
Value Value Value Value Value Value to Actual
$ 22826980 $ 152179867 $ 48284298 $ 160947660 $ 524521242 $ 3,569,916,250 14.69%
23,614,559 157,430,393 46,417,107 154,723,690 520,839,739 3,552,127,288 14.66%
21,071,009 140,473,393 47,431,840 158,106,133 510,512,661 3,475,207,019 14.69%
18,344,995 122,299,967 43,529,432 145,098,107 303,412,170 1,987,944,880 15.26%
18,796,527 125,310,180 36,826,879 122,756,263 277,838,775 1,830,087,770 15.18%
18,389,461 122,596,407 32,473,483 108,244,943 259,197,145 1,713,627,476 1513%
17,708,799 118,058,660 30,360,099 101,200,330 251,403,731 1,666,949,587 15.08%
15,853,782 105,691,880 29,377,671 97,925,570 243,361,291 1,610,516,268 1511%
15,327,828 102,185,520 26,948,027 89,826,757 211,275,340 1,395,982,937 1513%
14,755,670 98,371,133 25,020,580 83,401,933 180,306,948 1,194,233,428 15.10%
(1) Class 1— residential, owner occupied is assessed at 10% of true value.
Class 2— commercial is assessed at 15% of true value
Above schedule uses estimated combined assessment ratio of 13.68% for real property.
(2) Fiscal year 2001 real property figures reflect completion of real property reappraisal by Harrison County.
County Biloxi School District
Debt Operating Debt Total Total City
Service Total Millage Service Total Millage and School
2.80 35.70 30.84 434 35.18 100.98 65.28
3.25 35.70 27.09 434 3143 97.23 61.53
340 36.20 26.59 434 30.93 97.23 61.03
3.36 43.42 36.50 2.60 39.10 128.73 85.31
210 43.42 35.00 2.60 37.60 128.73 85.31
2.00 43.42 35.00 2.60 37.60 133.98 90.56
3.00 43.42 35.00 2.35 37.35 13548 92.06
4.49 43.42 35.00 2.75 37.75 13948 96.06
4.50 43.40 35.00 3.50 38.50 13948 96.06
4.50 43.40 35.00 4.00 39.00 141.46 98.06

Ad valoremtaxes on real property are collected in arrears for each calendar year. The taxis levied in September
of thetaxyear on all property on thetaxroll as of January 1 of the same year. Consequently, ad valoremtaxis
collected in the fiscal year ending in the calendar year subsequent to the calendar year for which the taxis assessed.

94



Ratio of Net General Obligation Bonded Debt to Assessed Value

and Net General Obligation Bonded Debt Per Capita— Last Ten Fiscal Years

Ratio of
Fiscal Gross Net Bonded Net
Year CGeneral Less Debt Net Debt to Bonded
Ended Estimated Assessed Obligation Service Bonded Assessed  Debt Per
9/30 Population Vaue (3) Debt (4) Fund Debt Value Capital
2003 50644 (1) $ 524521242 $ 25504357 $ 5583664 $ 19915693 3.79% 393
2002 50,644 (1) 520,839,739 21,736,865 3,926,622 17,810,243 3.42% 352
2001 50,644 (1) 510,512,661 23,994,373 3,920,177 20,074,196 3.93% 396
2000 50,644 (1) 303,412,170 26,169,000 3,817,572 22,351,428 7.37% 41
1999 47,759 (2 277,838,775 17,395,000 3,914,477 13,480,523 4.85% 282
1998 47,448 (2) 259,197,145 8,960,000 2,607,639 6,352,361 2.45% 134
1997 4719 (2 251,403,731 11,330,000 2,310,637 9,019,363 3.59% 191
1996 47373 (2 243,361,291 13,710,000 1572,684 12,137,316 4.99% 256
1995 48815 (2) 211,275,340 14,730,000 1,532,805 13,197,195 6.25% 270
194 47,829 (2 180,306,948 17,280,000 959,322 16,320,678 9.05% Al
(1) 2000 Census

(2) Source: Population Estimates Program, Population Division, US Census Bureau, Washington, DC 20233

(3) Schedule “ Assessed and Actual V alue of Property”

(4) Includes notes; excludes debt paid from Enterprise Fund revenues

Jurisdiction
Direct:
City of Bilox

Overlapping:
Biloxi School District
Biloxi Port Commission

Harrison County
Total overlapping

Totals

City of Biloxi, M ississippi
Computation of Direct and Overlapping Bonded Debt — General Obligation Bonds

Net General Amount
Obligation Applicable
Bonded Debt Applicable to City of
Qutstanding Percentage Biloxi

$ 19915693 10000% $ 19915693
27,625,000 100.00% 27,625,000
4,665,000 33.40% 1,558,110
50,355,000 33.40% 16,818,570
82,645,000 46,001,680
$ 102,560,693 $ 65917373
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City of Biloxi, M ississippi
Ratio of Annual Debt Service Expenditures for General Obligation Bonded Debt
to Total General Governmental Expenditures — Last Ten Fiscal Years

Ratio of
Fiscal Total Debt Service
Year Interest General to General
Ended and Paying Total Debt CGovernmental  Governmental
9/30 Principal Agent Fees Service Bpenditures  Bpenditures
2003 $ 2232508 $ 957870 $ 3190378 $ 82,834,611 3.85%
2002 2,257,508 1,098,074 3,355,582 72,068,984 4.66%
2001 5,039,627 1,291,873 6,331,500 70,245,543 9.01%
2000 2,679,648 1,151,844 3,831,492 75,529,700 5.07%
1999 1,654,079 647,055 2,301,134 51,432,690 4.47%
1998 2,480,119 816,293 3,296,412 44,152,369 7.47%
1997 2,485,045 985,567 3,470,612 40,226,270 8.63%
199 2,521,305 1,212,325 3,733,630 38,120,642 9.79%
1995 2,704,944 1,342,382 4,047,326 35,781,817 11.31%
194 2,390,267 1,468,746 3,859,013 28,376,605 13.60%

City of Biloxi, M ississippi
Revenue Bond Coverage — Last Ten Fiscal Years

Net

Fiscal Revenues

Year Available

Ended Gross Operating for Debt Debt Service Requirements (1)

9/30 Revenues BExpenses Service Principal Interest Tota Coverage
2003 $ 9416309 $ 10158286 $ (741977) $ 110510 $ 6633 $ 176845 -419.56%
2002 9,271,778 9,986,717 (714,939) 98,107 62,742 160,849 -444.48%
2001 8,857,508 9,630,775 (773,267) 235,698 55,346 291,044 -265.69%%
2000 8,925,287 9,579,252 (653,965) 218,282 68,942 287,224 227.68%
1999 8,676,964 8,031,633 645,331 207,474 52,958 260,432 247.7%
1998 7,581,089 6,987,718 593,371 178,164 68,965 247,129 240.11%
1997 7,716,226 6,472,490 1,243,736 161,713 78,227 239,940 518.35%
1996 7,298,062 5,777,670 1,520,392 157,575 126,718 284,293 534.80%
1995 7,091,855 5,690,471 1,401,384 1,201,973 209,960 1,411,933 99.25%
194 6,046,710 5,345,162 701,48 945,665 299,367 1,245,032 56.35%

(1) State Pollution Control loans.
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City of Biloxi, M ississippi
Demographic Statistics— Last Ten Fiscal Years

Fiscal Per
Year Capita School
Ended Estimated Income Enroll- Unemployment
9/30 Population (1) (2 ment (3) Rate (4
2003 50,664 not available 6,009 44
2002 50,644 25,693 5,854 51
2001 50,644 24,734 5,791 37
2000 50,644 24,157 5,895 4.2
1999 47,759 23130 5,991 35
1998 47,448 22,148 6,053 39
1997 47,199 20,3% 6,143 4.6
1996 47,373 19,657 6,219 4.9
1995 48,815 18,629 6,257 6.4
194 47,829 18,087 6,468 54
(1) 2000 population is US Census data; intervening years are taken from* Population Estimetes for
Places?, Annual Time Series; April 1, 1990 Population Estimates Base” . Areaannexed in 1999
is excluded.
(2) USDepartment of Commerce, Bureau of Economic Analysis “ Local Area Personal Incomg’
(3) Bilox School District
(4 Annual average monthly figures for calendar year, Harrison County, Mississippi Employment
Security Commission
City of Biloxi, M ississippi
Real Property Value, Construction and Bank Deposits — Last Ten Fiscal Years
Commercial Residential
Fiscal Construction Construction Bank Deposits
Year Real Property ~ Number Number Bank and Credit
Ended Appraised of of Thrifts Unions Total
9/30 Value (1) Units Value Units Value (2) (3 (2,0005)
2003 $ 2,659,723,056 402 $85,138,038 1139 $35023581 $ 695811 $ 804,920 $1,500,731
2002 2,665,750,592 296 31,871,067 984 39,028,299 711,099 677,365 1,388,464
2001 2,612,447,880 341 71,835,806 971 290,935,714 697,784 569,154 1,266,938
2000 1,253,354,379 370 61,893,037 1,046 25,582,750 699,772 505,3%4 1,205,166
1999 1,143,017,427 383 59,679,732 1,170 28,748,157 519,086 477,325 996,411
1998 1,066,948,333 317 74,546,149 722 24,357,696 471,027 421,789 892,816
1997 1,046,875,490 440 299,429,173 712 19,937,665 471,751 396,322 868,073
1996 977,650,358 373 47,967,067 662 17,542,792 401,119 357,628 758,747
1995 878,493,487 134 27,775,682 228 34,447,617 383,149 342,610 725,759
194 858,966,382 175 52,077,615 317 49,519,179 384,269 343,965 728234

(1) Schedule "Assessed and Actual Value of Property™

e

(3) Source: National Credit Union Administration

Source: FDIC
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City of Biloxi, M ississippi
Principal Taxpayers
September 30, 2003

Percentage
of Tota

2002 Assessed

Taxpayer Type of Business Assessed Value Valuation
Beau Rivage Casino resort $ 84,424,910 16.21%
Grand Casino Casino resort 33,470,553 6.43%
| mperial Palace Casino resort 26,544,822 5.10%
Casno Magic Casino resort 17,930,059 3.44%
|de of Capri Casino Casino resort 17,399,956 3.34%
Mastar Pet food manufacturing 11,331,382 2.18%
Mississippi Power Electrical utility 9,770,803 1.88%
Bell South Telecommunications 9,138,695 1.75%
The New Palace Casino Casino resort 8,082,144 1.55%
President Casino Casino resort 6,917,512 1.33%
Totals $ 225,010,836 43.21%

Based on assessmernt rolls for tax year 2002 (taxes to be collected in 2003)
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City of Biloxi, Mississippi
Miscellaneous Statistics For the Year Ended September 30, 2003

(D= (=X o) E g (o0 g oo = 1o o WU ORISR February 18, 1838
FFOIM Of GOVEINIMENT .......eiiei ittt ettt et eh et ea e e st e et e e sbeeenne e e se e anne e sbbe e e e aeee Mayor / Council
Number of Employees (excluding police and fire)
CLASSITIEA ...ttt en e nneennas 213
L2 111 o ROV UTPRPT 88
ATEAIN SQUAIE IMITES ... ettt et s b et et eh bt e et sa e e e ee e eaae e e rnaeenne s 62

Government Facilities and Services
Culture and Recreation

1000010010 1 YA O g (=TSRRI 5
PAKS. . e h e b sh e b b e nr e r e nr e nre e 26
L e 1= o L PRSP ORRPRN 170
GOIT COUISES ... ettt ettt ettt et ettt sttt eh et e et e ehbe e s be e eabe e e eeeeeabe e sebeenneeesbbeannnens 0
SWIMMING POOIS ...ttt e e e e e sabeae e 2
1= 201 0 g £ U UR 16
Fire Protection
N[ a0] 1< o S = 1 o PSPPSR 8
NUMDEr Of Fir€ PErSONNEL.... ..ottt e sebeenn e e 161
NUMDEr Of CallS ANSWEIEA ...ttt ettt sb e e sae e seae e e e e sabe e 3,427
Number of INSPECtioNS CONAUCLEX..........couii ettt s 3,106
Police Protection
N[00 1< go S = 1 o PSPPSR 1
Number of Police Personnel and OFffiCEr'S .........oeiiiiiiiiie e 192
NUMDEr OF PArOl UNITS .......eiiiiie ettt ettt et ea et s se e e e e 150
Number of law violations
L VTS o I 4 == KT TR 10,087
TraffIC VIOIAHONS ...ttt ettt et e e e e enbe e s seaeanneee e 15,729
Parking ViOIatiONS.......ocuuiiiie ettt e et et se e e s 269
Sewerage System
MIlES Of SNITAIY SEWEIS......eeiiiie ettt et sh et bt e e eabe e st e e sabe e e seeeeabe e seeeeane 235
NUMber Of TreatmMeENt PlaNES.........ooui ot sb e e seee e e e 3
NUMDEr Of SErViCe CONNECLIONS ... ..eeiiie ittt ettt et ettt et ee e e st ae e s ee e snbeeaneeaas 12,697
Daily Average Treatment in GallONS.........c.eicuiiiiiii et e 11,485,225
Maximum Daily Capacity of Treatment Plantsin Galons.............cccooviiiiniiinie e, 18,923,800
Water System
MILES Of WELEN IMAINS..... ettt ettt et ettt sabe et e s e e eeeeeabe e seee e 231
NUMDEr Of SErVIiCE CONNECLIONS ... ..eiieie ittt ettt ettt ettt e e e st ee e b ee e s e e s snaeeaneeaas 14,959
NUMDEr Of Fir€ HYOAIaNTS.......cooie ettt ettt e se e 2,996
Daily Average Consumption iN GallONS...........coiieieiiiiii et s 8,002,192
Maximum Daily Capacity of Plant in GallOnS...........ccooir i 13,065,840
Facilities and Services not Included in the Reporting Entity
Education
Number of Elementary SCNOOIS.........ocuiiiiiie e e 7
Number of Elementary SChool INSITUCIOFS.......cooiiiaiiir e 296
Number of Secondary SCOO0IS .........ooiiii i e 4
Number of Secondary SChool INSIFUCIONS.........evieiiiii e 217
Number of CommUNIty COHEQES......ooiuuiiiiie e 1
NUMDEr OF UNIVEISITIES. ... ettt ettt ettt et e rae e sb e e se e snbe e e e eeeanas 0
Hospitals
NUMDEr OF HOSPITAIS. ...ttt b et et e e eeeas 4
NUMDEr Of Pati@Nt BEAS ... .eo ettt et 1,520
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City of Biloxi
Schedule of Expenditures of Federal Awards
Y ear Ended September 30, 2003

Federal Grant No. /

Grantor Federal Agency / Pass-Through CFDA Pass-Through Federal
Agency / Program Title Number Grantor No. Expenditures
U.S. Department of Housing and

Urban Development

Community Development Block Grant (CDBG)  14.218 B-00-MC-28-0001 $ 114007

Community Development Block Grant (CDBG)  14.218 B-01-MC-28-0001 773,000

Community Development Block Grant (CDBG)  14.218 B-02-MC-28-0001 89,459

Total 976,466
Department of the Interior

Historic Preservation Fund Grant:

Archives and History, Historic Preservation 15.904 28-28-90017 3,000
Department of Treasury

Bureau of Alcohol, Tobacco, and Firearms:

Gang Resistance Education and Training 21.053 ATC02DD12 15,622

Department of Justice
Office of Community Oriented

Palicing Services:

COPS Universal Hiring 16.710 1995CFWX5698 20,723

COPS in Schooals 16.710 2000SHWX 0201 28,598

Total 49,321

Office of Justice Programs:

Local Law Enforcement Block Grant 16.592 2001LBBX3229 81,591

Local Law Enforcement Block Grant 16.592 2002LBBX2709 76,541

Total 158,132
Executive Office of the President

Office of National Drug Control Palicy:

High Intensity Drug Trafficking Area 7,179
Total direct federal assistance 1,209,720
Federal Emergency M anagement Agency

Passed through Mississippi Emergency

Management Agency:

Public assistance 83.544 FEMA-1436-DR-MS 196,060
Total expenditures of federal awards $ 1,405,780

See Independent Auditors' Report.
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Independent Auditors Report on Compliance and on Internal Control
over Financial Reporting Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards
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To the City Council
City of Biloxi
Biloxi, Mississippi

We have audited the general purpose financial statements of the City of Biloxi,
Mississippi, as of and for the year ended September 30, 2003, and have issued our report thereon
dated
January 24, 2004. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standardsissued by the Comptroller General of the United
States.

Compliance

As part of obtaining reasonable assurance about whether the City of Biloxis general
purpose financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, noncompliance
with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisons was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance that are required to be reported under Government
Auditing Standards

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Biloxis internal control
over financia reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the general purpose financial statements and not to provide assurance
on the internal control over financia reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control over financial
reporting that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements in amounts that would be material in relation to
the general purpose financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over financial reporting and its operation that we
consider to be material weaknesses.
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This report is intended for the information of the City Council, management and federal
awarding agencies and pass-through entities and is not intended to be and should not be used by

anyone other than these specified parties.

Certified Public Accountants

Biloxi, Mississippi
January 24, 2004
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Independent Auditors Report on Compliance with Requirements
Applicableto Each Major Program and Internal Control
Over Compliancein Accordance with OMB Circular A-133
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To the City Council
City of Biloxi
Biloxi, Mississippi

Compliance

We have audited the compliance of the City of Biloxi with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its maor federal programs for the year
ended September 30, 2003. The City of Biloxis mgor federal programs are identified in the
summary of auditor’s results section of the accompanying Schedule of Findings and Questioned
Costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to
each of its major federal programs is the responsibility of the City of Biloxis management. Our
responsibility isto express an opinion on the City of Biloxis compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generaly
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standardsissued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the City of Biloxis
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on the City of Biloxis compliance
with those requirements.

In our opinion, the City of Biloxi complied, inall material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended
September 30, 2003.

Internal Control Over Compliance

The management of the City of Biloxi is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. In planning and performing our audit, we considered the
City of Biloxis internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133.
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Our consideration of the internal control over compliance would not necessarily disclose
all matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that noncompliance with applicable
requirements of laws, regulations, contracts and grants that would be material in relation to a
major federal program being audited any occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over compliance and its operation that we consider to be material
weaknesses.

This report is intended for the information of the City Council, management and federal
awarding agencies and pass-through entities and is not intended to be and should not be used by

anyone other than these specified parties.

Certified Public Accountants

Biloxi, Mississippi
January 24, 2004
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The City of Biloxi, Mississippi
Schedule of Findings and Questioned Costs
For the Y ear Ended September 30, 2003

Section 1 — Summary of Auditors Results

1.

2.

0.

Anungualified opinion was issued on the general purpose financial statements.

There were no reportable conditions in internal control disclosed by the audit of the general
purpose financia statements.

The audit did not disclose any noncompliance which is material to the genera purpose
financia statements.

The audit did not disclose any material weaknesses in internal control over major
programs.

Anungualified opinion was issued on compliance for mgjor programs.

The audit did not disclose any audit findings which are required to be reported under
Section __.510(a) of OMB Circular A-133.

The major programs were:
Community Development Block Grant 14.218

The dollar threshold used to distinguish between Type A and Type B Programs was
$300,000.

The auditee did qualify as a low-risk auditee.

Section 2 — Finding Relating to the Financial Statements

None

Section 3 — Finding and Questioned Costs Relating to Major Federal Awards

None
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The City of Biloxi, Mississippi
Summary Schedule of Prior Audit Findings
For the Y ear ended September 30, 2003

There were no prior audit findingsrelative to federal awards.
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